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CHAPTER I
INTRODUCTION
Price changes tend to throw trade out of balance and
therefore anything which causes drastic changes in wool prices is
of vital interest to wool growers, wool dealers, wool manufactur-
ers, and to the bankers who assist in financing the enterprises
of any of these economic groups.
Success of production plans and selling policies of wool
producers is greatly Influenced by the trend of wool prices.
Changes in production plans can be made only very slowly. Errors
likewise cannot be quickly rectified and may prove very costly.
At each shearing season growers are faced with the problem of
whether to sell at once, at the price offered, or to hold.
Merchandising programs of wool dealers may succeed or
fail, according to what happens to wool prices from the tine when
wool is bought until it is sold to manufacturers. Wool merchants
do the bulk of their buying normally in a period of a few months
in Spring and Summer. Selling may go on throughout the year.
Hence, considerable time may elapse before dealers completely turn
over what was purchased in a relatively short time. In the mean>
time, much can happen to wool prices that may result in profits to
the dealers, or on the other hand, may result in losses that will
1I fTX^UHC
HOIT’JOTomi »
ban BotiBlBd Ic ivo 9b&zi irct43 ot bo»i «93aAt{o 90i%^
§t seaiiq foo<r at go^jiado oiiaaiD sa&uso d:)idx •To\«i[fi£ii
‘^xtfae'lxmeai Xocw ,8‘X»Isai> Xof>» .a^sdwo'rg loow o$ latlr \o
si^aticctHSaa BdS ^atooBnl'i ut fetBsn aim atm^sd ban ,«i*
.eqi/o’:^ oIbk/coos msmai lo %iBLn Jo
loov )o aotolioq ^illea Lob anslq aoitouboriq lo bbsoox/S .
. 390X1? £oow to bCB-iJ Bdt boonoxil’toi; ai a^oouianq
tfiJitS: xXao siMB »<£ ciBO aoBlq aoiX >cdbciq irX ••^.'UadD
.XlJ90i> overt? Aoiti^ooi ^Jifotap od Xon/wo oatmoilll
Jc cieidoiq oc^ dXiw booa'x oi« t'tomor^ aoeama j^tzsiaetB doM
.bJorf oi 1C .borotto ooi-j? 9riX Xa ,9orfo ia lie* rmiJsdm
10 i>dvoo£>a eieiaeo loow to soai^oiq ^aialboadoigii
aeriv eatdx ooil aojliq iocw o^ aasc^na iadK o4 siibroooa ..Ual
8inar{oi«a XooTT .zie'-.xriDBioxzfiffi oi bioe ax ii liJat; «1 Xoov
exiiaoei wot a to boiioq ft fU xSl^wtoa ^I\u<f to :t!xrrf odX ob
.iao\ JiKkA^iJCiai (to 03 ^IXXeS .iocsru/B iuta ^xtiiqCI al
xnxfJ xXeXoXqaoo a-taXasb «ioted OJiqaXo 3CBi» eXtfftioJblecoci ,eo/ie8
-oeedc exii al .aalx iiods x^oTxXftXei £ ct beasdoixiq «icM iadw love
oi ai.toiq at Slua&vc Xadi sooiiq locw oi ri^oqqaxi. xxad xLjxmi ,amtt
XX iw ^atir 8a««cl at tlaao'i x*^ .bnac ledio adx no 10 ,«t»Iftadb
2put dealers out of business.
Manufacturers of wool frequently take orders for goods
three to six months before dellwery date. In many cases, orders
are taken before the wool to cover them has been bought. If prices
of wool should rise before the manufacturer has covered, he stands
to lose money on the transaction. If prices of wool should decline,
he may realize a handsome profit. A knowledge of the factors de-
termining trends of wool prices should enable manufacturers to bal-
ance buying and selling operations In a manner to assure profits
and reduce risks.
The banker has to think of the wool price trend when he
makes a loan to a wool grower, dealer, or manufacturer. As long as
the price level remains unchanged, or If the price level rises, wool
loans are safe, but If the prices of wool start to go down, the
safety of the loan Is placed In danger. Avoidance of bad loans on
wool Is the banker's Interest in a knowledge of what causes wool
prices to fluctuate.
PUEPOSE AND SCOPE OE THE STUDY
Personal contact in the wool market year after year serves
to Impress upon an observer a certain cycle of events that typify a
sort of a normal sequence. Just as regularly as the seasons roll
around, traders in the wool market begin to look for certain develop^
ments. Sometimes, of course, they are disappointed—often enough.
In fact, to lead some members of the trade to doubt If there Is any
.e 9eai 9iiti Jo $tfo otol/tob iaq
e^oc* toJ t-iotno «a£e^ Xoow \c niotiriiOAlaaBll
oiob-io .soeao x«Ja» al ,»SaJb oioJ&d oiiinoa xIb oS 99tAt
Jl .^dsifod c«etf 6^*4 ma£i^ aovoo locw edf 9^cJf*d axis^S aia
j
eiiiaJe mf ,.b«i©voo MJnd ‘la'ixr^twlxraam odJ aiotarf »al7 bUfoda Xoow Jo
tOaiXooh blsfcda Xoow Jo ttooJLiq JJ ,aoi^oBsasr^ oAi no xtaoat aaoX
-eh 9TC^oa!t odi lo a^iff/wofo^ A affioahnaxi 'a ssilawi ^ea od
-XB<f oi o'sa'xotf^ai/rtLRo: aMano tlssoda eooitq Icow !lo eAaf^4 :kiiinim9i
e^iloTcq »isf9D& ot joaruka & ax ecoiisiiKjo baa ^ai\ud oona
•Vlioil 90JXh9^ bOA
fid uoiiw bnaii ooxaq locv udj Jo oi aad aodmd ad?
BA jiooX 8A .’s&rifi oAlssasm lo ,%olBeb .itJWOT^ Icow a oi ofioX a iaaCsa
Xooa tBOBi’i Xav»x ©oiiq li lo t£>asfiaoiC<ai/ aaiaes'i XoveX ooltq oai
odi ,cmob 05 oi iiais Xoow lo fiftaitft aai li Jxrd .atae w-ia aaaoX
no anacX Ixsrf lo aonadicvA .le.&ttaja oi iwoalq aX oaoI edJ '10
loom B^msjBO iadm lo agjbdXwoasi n ai taetoiat a'leoinao' adi aX Xoow
.a^si.'ioifl’i oS waoiiq
youre is? «o swos, om heo^tih
emvms na»v ^egrta i/iox, Xoow &dJ oi iojiinoo Isaow-ia^
a iad? winava lo 9X0^ aiaiteo a •jov^oad’o ns noorx/ oaoiqsi oi
XXo^ snosaa^ ijdi bb '>tX*xaXjt/^®7 sa ietiT. .&,'3nc'npi93 lamion a lo iio*
-acXsvsi) iiiiiiao toI 3l(.oI oi ax^sd loom xit ai aiaiiaii ,onooTa
,4^i/0rtw noilo-~jboJc2oqq/;«ii; tna ^^sd? ,oeix»oo lo .aaiolisNaoE .Biawt
VtB Bi 11 idtfoJ} oi 9l>a'ii adi ic oiddaMi mtoa bael oi ,ioal nl
3such thing as a normal'* in the wool industry* Yet, in a general '
way, there is a sequence of events that the men of long experience
in the market have come to identify with certain seasons of the
year* Briefly, they may be listed as follows:-
1- Trade at low ebb in early Spring,
2- Oradxial pickup in late Spring and early Summer,
3- Brisk trade by August, lasting into October*
4~ Gradual decline in trade from November until after
turn of the year*
5- Brisk recovery in trade during Januazy and February, and
6- Gradual tapering off of trade late in first quarter,
lasting until the middle of the second quarter*
Thus, the trade in wool appears to have a rather marked
seasonality* An examination of the monthly data on consumption of
four grades of greasy combing domestic wools in Table II of the
Appendix of this report, gives one an impression of a trend that co-
incides very closely to the cycle of trade in a typical year in the
wool market* Seasonality of consumption and tretding in the wool
market, then, seem to be definitely associated. Low consumption
tends to occur some time in the second quarter of the year; high
consumption tends to occur either late in the third quarter or early
in the fourth*
Graphical presentation of the consximption data on four
grades of wool in Chart I shows an upward tendency in volume of wool
! HI ’ I
C ,1* *
/
£s ai ,#6y .-(liauhiit looir ni ’’Lwnoa" £ sii aairW Som
eORCiX'XtMp'.a ic iraa aril laril alcava aoaaiipa* b ai aiatW
ic 8crc5«ft8 flAblia;^ riliw \lilaajbi cl eaaoo aaad le^Xi^a aril at
-:8»roXIcy t£ btftJslI acfc^iv* Xi»riJ .ia»^
,3ai::n8 xlisa nX rids wol la ariaiT
-i
,^eiaBtife xJ-jce Xaa el^f nX qtntoXq Xaji/6«i©
-S
.lodcloO clal s/iil«aX \<S oixe^j ifaXifi -C
•talta iitai: •j^rimavoK mo'sX abail ci dCiiodJE> XauriartC
,'Tao\ oril lo iniJ
li/iB ^TfijWTria^ xiflta ’iiAxnxat gaiTid: el>a7l ax x'soTcost
-c
,*i»nmq) fs-it'i at elaX aJbuSTl io llo sni'xaqad X*u>fca*»0 ~o
i)acde)e aril lo aXi>rii« emi Xxia<a ^allsHl
fcf:^Tsal xarila? a arrri cl etaeogs ,ioo» at ariaal ©al .sjbT
lo aoltqtVj/BJioo rc alal> xXriinon aril 'io aoilaaiaejca uA ^xlxXaxtoaaaa
II ©XriaT ax cXoo^ cXlc&icoi) ji-nxciflico x^**’’*^ aabat^ ujoY
-ca Jed.^ a lo nolea©iqiiu fia ©ao savlg .lioqaa ^Xril “io xiJEinaqgA
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rijiri aril \c laiiaap bfloi»©» aril aX aatxl ©fflOo "Ufooo o4 eb:«al
\Xia© ao TCviaap b^ldi eril aX ©laX ledstif* t0doc cl aboai acilg'xuraaoo
<xflixjol aril /iX
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4consumption over the period 1924 to 1933, inclusive, some grades
showing this tendency more than others. Hence, we see at once the
presence of a growth element In consumption that must be consider-
ed In any effort to relate wool consumption statistics with market
activity.
The upward trend of wool consumption, however, was not
even during the period 1924-1933, as Is noted in Chart I. These
cyclical variations must also be considered in a study of wool
consumption data.
Therefore, we see that we have three distinct kinds of
movements taking place at the same time in the wool consumption
trend. In order to determine the extent of each distinct kind of
movement going on in the trend of wool consumption, it is necessary
to isolate and measure each trend separately. This requires the
application of mathematical ‘'formulas and the construction of indexes
that measure the extent of the various trends in consumption.
The principal objective in this study is to measure the
seasonal, secular, and cyclical trends in wool consumption over
the period 1924-1933, eind to relate these trends to the behavior of
wool prices. Wool consximptlon statistics are compiled and publish-
ed monthly by the Government. They are quoted extensively by the
press and are used frequently as a basis for predicating the future
wool price trend. It is important to determine, therefore, whether
the actual consumption data by themselves afford a sufficiently
sound basis for predicting major changes in the wool price trend.
«t04O2 Jbo^ttq mti ‘xi»vo acii^iAi^Baco
wit Boao t» 9dfi »w ,»ti0nH .c'xein^o aiora tltii ^/litvodt
00* tesm tmdi aoltqster.iioo al io<»flreid dtwcn's » lo BomBmiq
JoawjGflj tlSlvf aoUBite^B acltqmi ctK^'j loow ci&lBi or J-ioHo \n» ai
•
‘
..
., .
.
' !
'
'
-ittutos
^00 9j8« tievoffod .ooi^qouuofloo Ioo« lo Jbcoi,} xro^ivq^ (idf
ea&cTT .1 t7*idO ai t^tca ax ca ooXioq oil^ a^v»
ioov 'to & ai lotnablaao^ obXa ^einn aacirfiixfi'v i»olit>\o
'; ^ ,Ar.oi> aoiJcf)>TU]«ao3
lo amta toaitaiJb aaidi srad eiir oya »w ,ar.o't»'jocP!r ,’“
/fci^qaiovooo locw odt al Bdt Ja eoeXq i^axTlAl aroecst*7o<«
^ V
lo hnXsf dose to toBtxe as£t Balenaiob ot leitao al
YrAae«o«>n al 11 ,«olJq«i^fiOO loo# !tc fanonl «#til al nc ^ioa la-»«»pvoBi
•al «oili<po*x aiff!? doo© ATtrsAora baa OvA/oal ol
aozebal to uclloxrsleaoo boo SAiiitrtot-IaollAfficuiiait: lo aollAolIqqA
>3oll<{Bu;3noo al ooatnl acfcliav o/£l to tnoixo adi iadi
aril a*i08AO0i 01 el \,buta auii rI oTllootdo Isqiyojhcq ©ri*?
f’A
'•*
Tovo aoitqiwa/too loom ni abjdtnS Uioiloxo baa ,7»lp09a ,XA«oe«aa
lo iclvariocf ori.1 ol ebnail oearil olalo? ol JfcftB bci^fKi oril
"rielldaq boB baliqmco ania aoilallAls nolliTini/cnco icoW ,fi»oliq looir
8i;i
-irf \lBvLa£i9ix9 bet OS/p 97b xedf .laam^rrovcD adt x‘^ ^
edJ ssllaolboiq 7ot aleatf a 8b yXlaaafoil heew ©ta biSA eeaaq
79/it9dm ,B7cl»7adt ,aaiacn&teb oi IftAltoq*! al ll rbcail aol'tq Xooa
yXlAdlal*iljo« A bTLottB aevimKmdt yd a1a1» aoilqiw/anoo laxfloA oal
,bae7S aoltq Xoo# odl ql ae^aAdo *10^001 10) elaacf bcx/oa
5The assumption often observed in connection with these predictions
is that, after all, consumption is rising and therefore prices
must advance.
Oxr objective, then, is to see if prices actually do
rise as consumption increases. We must look further to see if
other factors than consumption can produce the same effect upon
prices that has often been attributed to consumption. We must try
and determine also if factors other than consumotion may possibly
counteract a possible tendency for increasing consumption to cause
rising prices. It is possible that demand for wool is elastic and
that increasing consumption of wool, rather than causing higher
wool prices, may be secured only by successively lower price levels.
Information that will assist in solving to some extent the foregoing
problems is sought in this study. In attaining this objective,
many minor fluctuations will be overlooked* We wish to determine
the major tendencies in the relationship between consumption and
prices of wool, and explain. Insofar as possible, the major trends
of wool prices not fully attributable to trends in consumption.
This study is confined to combing wools as they comprise
the major portion of the domestic production. In a total of
319,700,000 pounds of domestic wool consumed in 1931, all but
50,000,000 pounds was reported as combing, according to the United
States Bureau of Census, that is, less than 16 per cent.
Justification for including only four grades of domestic
naoiialhnt’iq dilfc xioX^otinaoa ci ^•v^roittfo a«a!to aoliqmun^A <MiT
*
Sfioi'iq CutH aoi^ocbtuoo .Xia ivile ,iSkU li
.•oaarba tfaxim
oJb aeaXiq tx ©»• ai ,»Tt»dX ^,8VlJ9et<^o ixjO
IX 088 cX 'sa({i‘i«il ^ooi Xains of no iX<piu;ax(oo •£ eai*!
aoqri; »aM9 exiX atiii/ibo'xq rbq actSqpuntaoo xt^X •loJoal i»dio
eW .noiXgtu;6aop oX jbaXxxdt'x^je naod a8^1:o 9Kd tfidi avoiiq
xX4JX».8oq v.M« nolScrmf^aoo cutdi i»drfb atoJoa^ tl oeXa oniaraaxiij bam
enuAo oi aciiqfujsaovt 5*.c:i«ac»iofli iol xoiimbti9S ojcfiaaoq a XoaTeiiwoo
boa olXealft loow icl bajaci^t fjuU eX<fX8ecq •! .ceoXxq
leilSiixi i^flXaxoic* laxi^si ,Xoow lo ooiXqcufrijoa §flxo/JOTOfli ^bx£X
.aInvaX aoiiq loroX xiavXaeaooxra %)ao ad xaic .a^si'iq loov
i*iJioa«'xol aiii <tao8 oS juivXoe ni JstoeB Xiiw aollianrotal
.aviJoatifo exii^ nl «xi>xf^a aiiiX ex itlgaca si etoelrfoiq
aaiflno^ejb oJ daiw »W Ji»foloclt»vo ®cf IXxw eBClJk^s/SuuIi toaJtm yjum
boa aoXXqauefico ao&oXab qJuitaci^aXa:! aiiX ai talaaeJbat*^' Ky^ri ofiX
abae-rX lotfim ©otf ,oXcfieecq aa Ttfi'ioaci .fiialqxe to* .Xoo« lo aeoiiq
.noXXqjntf&aoa ai abit^ni oj ioa sooxTq ioov lo
esi'rqmoc x^ilX ca aXocw ^aitfraoo ci i»aailxioo el aiii?
iaXoi « al . aoiii) Di/boiq otia&oiob adi lo ncii-xoq lot^ ©Ai
Jxrd XXa ,XWi «i f>*«uf8/ioo Xoow oiX«<w;c»b lo ebax^oq OOC ,00V ,9X5
beXloC adJ cd ^axinooae t^alimoo ee Iwi-roqo-x sbw sbci/oq 000,000,02
<- *' V.'
• faoo 7&q dl a&ti^ aeel ,ei XexfX .aa&aoO lo xmrtxrC aoiaiS
oiXeofflol) lo ae^ng t;x<o1 ^Xao s«ii>xr£oai itol aolXaoiliieJcV
^
6wool in this study is also found in the United States Bureau of
Census figures. Of the total consumption of conibing wool, amount-
ing to 269,600,000 pounds in 1931, only 8,300,000 pounds were of
grades below 1/4 Blood, which is just over 3 per cent.
SOUECS OF DATA
Wool prices used in this study are monthly averages of
weekly price ranges compiled and released by the Bureau of Agricul-
tural Economics of the United States Department of Agriculture. All
prices used in this study are based upon the estimated scoured basis
of greasy combing domestic wools. Nine price series of the most
prominent lines handled in the Boston market were selected for this
study. Four of the series were of Fleece wools, that is, of wools
grown east of the Mississippi River. The other five series were on
Territory wools grown in the western mountain range states. Prices
for each of the nine grades by months for years 1924 to 1933, inclu-
sive, are carried in Table I of the Appendix,
Four gr^es of wool are represented by these nine price
series. They are as follows;- Fine (64s, 70s, 80s), 1/2 Blood
(58s, 608), 3/8 Blood (663), and 1/4 Blood (48s, bOs).
The grade of wool is determined by the diameter of fiber.
Official standards for grades have been promulgated by the United
States Department of Agriculture, and the Department prepares sets
containing small samples illustrating the wool of maximum coarse^
ness eligible for each grade. While the official standards for
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7grades of wool have not been defined b/ the Department of Agrlcul-
tuxe in terms of physical measurements, independent investigators
have done some work sdong this line« £• H. Schwarz, Assistant
Professor of Textile Technology at the Massachusetts Institute of
Technology, presents in his book, "Textiles and the Microscope",
page 279, a key for quality determination. The word "quality"
here is used synonymously with the term "grade". In order to
clarify the meaning of the terms for grade, such as Pine (64s, 708,
80s), 1/2 Blood (588,608), etc., the results of measurements re-
ported by Professor Schwarz are presented in the following table
Quality
Number
Average
Diameter
Microns
Equivalent
in
Inches
64s, 70s, 80s 19.0-23.0 .000748-. 000906
58s, 608 22.5-26.0 .000808-. 001025
568 25.5-28.5 .001006-. 001124
483,508 28.0-34.0 .001104-.001341
It is noted that the ranges of averages in this table
show some overlapping. This overlapping of averages reflects the
wide variation in diameters of fibers in all grades of wool. The
microscope reveals that many fibers in any particular sample of
wool may have diameters running three to five times the diameter
of the smallest fibers in that sample. Consequently, in commercial
practice where the microscope is used to determine fiber quality,
certain tolerances are used to supplement the information given by
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8the average diemeter. These tolerances consist of a permissahle
number of fibers above a certain diameter in a sample of wool
eligible for a given grade. As an illustration, the average
diameter of 56s grade may fluctuate in the rauige 25.5 to 28«5
microns, but any saimple of wool to qualify for this grade must
not have more than 40 fibers per hundred over 30 microns in
diameter or more than 6 fibers per hundred over 40 microns in
diameter.
The column headed "Equivalent in Inches" in the Table
on page 7 was computed from the "Conversion Table-Microns to
Inches" on page 77 in Professor Schwarz's book, "Textiles and
the Microscope".
All grades, except Pine, are each represented by two
price series. Pine Territory wools are represented by two price
series. Strictly Combing and French Combing, because, by weight,
the latter has been of increasing importance during the past few
years. The Strictly Combing Pine group of Territory wools has
been relegated more or less to the specialty class, and, therefore
that price series would not be as representative of the Pine Terri
tory wools as the French Combing type.
The significance of the meaning of the terms "Strictly
Combing" and "French Combing" is seen by consideration of the
tentative basis for classifying length of wool staple issued by
the United States Dei)artment of Agriculture, Inch specifications
provided by the tentative length standards are shown in the
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9following table:
Grade
French or
Baby Combing
Strictly
CombingClothing
Under 1^ inches From 1^ to 2 inches Over 2 inches
Under 1;^ inches From 1^ to 2^ inches Over 2^ inches
Under 1^ inches From 1^ to 2^ inches Over 2^ inches
Under 1^ inches From 1^ to 2^ inches Over 2^ inches
Fine
1/2 Blood
3/8 Blood
1/4 Blood
Low 1/4 Blood Under 2 inches From 2 to 3 inches Over 3 inches
In actual market practive, French or Baby Combing is not
commonly used in connection with grades coarser than 1/2 Blood
(588,608). The Bureau of Census does not make any distinction
between Strictly Combing and French Combing, but includes both
classes as "Combed" in their reports of wool consumption. Consump-
tion of Clothing wool is reported as "Carded". Previous to 1933,
the Bureau of Census used the terms "Combing" and "Clothing" in
their wool consumption reports, but terminology applied to length
of staple was changed along with other revisions of the report
adopted in that year.
Wool consumption figures were compiled from the Monthly
Wool Consumption reports issued by the United States Bureau of
Census. Only the greasy combing domestic wool consumption data
were compiled, for it was desired to keep consximption and price
data on as nearly a comparable basis as possible. While it is
evident that wool consumption reports do not completely cover the
(1) The Wool-Growing Industry, table page 217, published by the
U. S. Tariff Commission, 1921.
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industry, tde group of manufacturers reporting during the period
covered hy this study has remained fairly consistent, as indi-
cated by details relative to the basis of the figures given in
each report* Approximately 80 per cent of the Industry has been
represented in the monthly wool consumption reports since 1932*
This gives a good cross-section of the industry* Monthly data on
consumption of each of four grades of wool for years 1924-1933,
inclusive, are given in Table II of the j^pendiz*
PRICE VARIABILITY
As a background for a detailed comparison of trends of
wool consumption and prices, it is of interest to consider brief-
ly some of the characteristics of the price changes that have
taken place in the past ten years* These changes will be con-
sidered from the standpoint of their frequency, extent and range,
as shown by actual and relative measures* In consideration of
price variability, attention was given to the tendency of the
different price series to move with respect to each other*
Frequency of Price Changes — During the period 1924-
1933, monthly averages in the various price series were un-
changed in only about 10 per cent of the months—percentage was
based upon 119, the number of months in which changes were possi-
ble* Monthly averages of Fine and 3/8 Blood Fleeces were un-
changed in 9 per cent of the months* Qaarter Blood Fleece aver-
ages were unchanged 10 per cent of the time, while 1/2 Blood
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Fleece averages were unchanged in 16 per cent of the months.
Percentage of months in which averages were unchanged in the
five Territory wool price series were as follows;- 4 per cent
in 1/4 Blood, 6 per cent in 3/8 Blood, 13 per cent in 1/2 Blood
and Pine Strictly Combing, and 14 per cent in Pine French Comb-
ing. The significance of these figures lies in the fact that
we could, in the past ten years, have looked for prices to re-
main unchanged, on the average of only one month during the
course of a year. In actual experience, prices of some grades
were unchanged for several consecutive months and then changed
every month for several years.
EXTENT of MONTHLY CHANGES
Wool price averages, for the nine series covered in
this report, have changed approximately 2^ cents per month over
the ten-year period 1924-1933. This average includes all changes
regardless of whether they represent declines or advances. The
extent of monthly changes varied in different years. On the
sharp rise of 1924, changes averaged around 5 cents per month,
while in the sharp drop of the following year monthly averages
of the nine grades varied from 4-6 cents per month. Changes were
relatively slight in some years. The changes averaged aroimd
one cent per month in 1927, around 1^2 cents in 1928, 1930 and
1981, around 2-3 cents in 1929 and 1932, and 3-4 cents in 1933.
Variations in average monthly changes in prices for the different
years are greater than variations among the grades, and are great
-("..J’aoflPf Sift lo Tsq 81 oi h"!:»"j ss>A*i9Vfi ©assiT
f»rf? Ki lM»"jiiKbdajaf ©i(;ir e»^i:«v« ilc^idv ai (Mtcitm
Jaoa T.3q ^ -:ifwoiIol: m ©'tew aelit^e salaq I?or xto^tmyT stH
ftooXff S'vl al tima isq Bi .bool? 6\6 at ^ntto tsct d «hooJfi ^\f at
(
-dffioD cLoa^i% ftai*? «i ^«*a Tsq >X ban ^yxtJmoO xX^:>XtJ3 aaiX b«ft
tadt ta>^l r-d^ at s&iX saa^aMin^X* aifT .^ai
**«i jt as'jhrq tot faa'atooX '*vn.d .aiae-^ out Js^^q sdt ai ,,bXx<oo ow
od? dd'tica snc ’i^Xito lo s^STfiivs t*if4 no .be^ctisdocui atom
aebaia ^o8 saoiiq eSancXiaq^s lAt'tajB nl .t£»x « saxtfoa
bognnclo rtertX bisje adtnora svXtnaseaoa l^meTae lo't bagn^naiin snair
In*c»Tsa lot atnow \rievs
3iTC«AH0 lo ITESTTfi
fli IsfiToroa e^Xioa sain %o1 ,8s***-f*^B soitq XcoW
•i«vo ntacic tdq etneo fs vXetBaalxortqqjs dv^cf ,tioqs-T elat
BB^nasio tin 9»biflc^U aj^a'i&va nidT .BSSX-^^S€i bcltBq 'ias\-a»t edt
•dT , »on6V(b« tc fienXIaajb tnae nqsi \edi Tmiitdn cs^IbiJS^ei
odt nO tC'ffrsl'iXb aX bmitav et»ga.«^da to tnstfx©
,rltacMS T®q fit 1190 5 bnwo'is l)9^«79va a©^n»Kat> ^Sc?! lo •ei'x qt<ari*
eo^fiievp ^Xiltaow ’iRt-x ^ai'^rcltot ad4 Jo qorb arijsdfc BdJ at etlidv
•i«w B9c^n*MfO .atiioffl laq stnao 5-^1' crc'^'l ceXrcj^-r 8»b«ig, anin ©dJ
biUiO'ii^ 09BnfV£lo ecl?* .biaex ^XevitsXsi
bnx' 0B8X ,0S(?r nit sJnsa S-^X bni/oiA ,rSf?X nl dtaow leq tnao ano
.SC^^X nl 8t£f»o #‘“B bof: ^SBSX (>SeX cl eJaoo 5-S bawoiB ,I6€X
tasToYYlb »dt 70^ esaitq al fis^aBdo •^Xdtncm &^tsrr, ai eaotJ^ttMV
Jc&ia ,«oJ)fi73 edt 34oaw sfioiJaliJsv nz-dt ©-rd 879©^
12
enough from the financial standpoint to require serious consid-
eration of their causes by growers, dealers, manufacturers, or
bankers*
Range of Hi^ and Low Prices — Peaks and low points
in the wool price movement of the x>eriod 1924-1933 also stress
the tendency of prices of the various grades to move in harmony*
Table I, showing actual prices, or Table III, showing fixed base
relatives of prices, makes the existence of that tendency clear
for it will be noted that the highs for the nine series came
either in Jeinuaxy or February of 1925 and the lows of all grades
came in July 1932* Not only were turning points closely grouped
with respect to time, but the declines as percentages of the
highs of all grades fell within a relatively narrow range, 77.8
per cent to 80.6 per cent. Also, high and low fixed base rela-
tives, as well as declines, on all grades were rather closely
grouped.
The actual high, low and decline in prices of each
grade, together with declines as a percentage of highs are pre-
sented in the following table:-
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Decline
as Per
Cent of
Low Decline High
(Dollars) (Dollars) (Dollars) (Per Cent)
Fine Strictly Combing Fleece 1.700 .368 1.332 78.4
1/2 Blood Strictly Combing Fleece 1.564 .321 1.243 79.5
3/0 Blood Strictly Combing Fleece 1.365 .270 1.095 80.2
1/4 Blood Strictly Combing Fleece 1.260 .244 1.016 80.6
Fine Strictly Combing Territory 1.675 .365 1.310 78.2
Fine French Combing Territory 1.538 .339 1.199 78.0
1/2 Blood Strictly Combing Territory 1.562 .339 1.223 78.3
3/8 Blood Strictly Combing Territory 1.361 .302 1.059 77.8
1/4 Blood Strictly Combing Territory 1.262 .276 .986 70,1
Fixed Base Relatives — Price relatives, based upon the 1926
average, were computed for the monthly and annual averages of each of
the nine series of prices. These relatives facilitated comparisons of
prices of the various grades. Squal actual changes were not of equal
significance because of the difference in price levels of the various
grades. The high, low and decline of these relatives for each grade
for the period 1924-J.933 are as follows:-
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High Low Decline
1926-100 1926-100 1926-100
Fine Strictly Combing Fleece 151.2 32.7 118.5
1/2 Blood Strictly Combing Fleece 154.9 31.8 123.1
3/8 Blood Strictly Combing Fleece 159.3 31.5 127.8
1/4 Blood Strictly Combing Fleece 161.1 31.2 129.9
Fine Strictly Combing Territory 144.1 31.4 112,7
Fine French Combing Territory 143,9 31.7 112.2
1/2 Blood Strictly Combing Territory 150.0 32,6 117.4
3/8 Blood Strictly Combing Territory 147.1 32.6 114.5
1/4 Blood Strictly Combing Territory 152.0 33.3 118.7
Belatives by months for each of the grades are found in
Table III of the Appendix,
The small variations of the percentage declines from high
actual prices of all grades was confirmed by the relatively narrow
range of the declines in relatives from the highs. The major trends
in prices of the greasy Combing domestic wools, therefore, can be
determined from a relatively small number of price series because
prices of the various grades showed a strong tendency to move as a
group,
A point that becomes apparent after only a little study of
the price relatives in Table III is the fact that high prices of all
grades were attained early in 1925, while the low prices were in
1932, the period of decline extending over nearly 7^ years. Further-
more, the highs came either. in January or February, 1925, while the
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lows all came in July, 1933.
The occurrence of the high prices in the first two
months of the year and the low prices in July suggested the
possibility that prices of wool may show some degree of sea-
sonality* A study of relatives for individual years revealed
a tendency for low prices to occur in the middle of the years,
and for the high prices of the year to occur in the first and
fourth quarters* The evidence from a rapid survey of prices
was strong enough to indicate the desirability of measuring
their seasonality* The long decline from early 1925 to July
1933 had already indicated a marked secular trend* Then, in
order to secure a measure of cyclical fluctuations of prices,
it was fouzkL necessary to eliminate the seasonal and secular
trends*
Now, to carry the investigation of price variability
one step farther before taking up the study of seasonal,
secular and cyclical trends, it is of interest to compare the
trend of wool prices with the general price level* Annual
price relatives of Fine French Combing and 3/8 Blood Strictly
Combing Territory wools, taken from Table III in the Appendix,
compared with annual average indexes for wholesale prices,
compiled by the United States Department of Labor, show that
changes in wool prices over the period 1924-1933 were greater
than the changes in the general price level* This is clearly
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shown in the following table
Wholesale Price Pine Prench
Index (2) Combing Territory
3/3 Blood Strictly
Combing Territory
Av* 1926-100 Av, 1926-100 Av* 1926-100
1924 98*1 122*6 122*3
1925 103*5 122*6 119.6
1926 100,0 100*0 100.0
1927 95*4 96.5 97.9
1928 96.7 102.3 112.0
1929 95.3 38.4 99.8
1930 86*4 67.3 68.5
1931 73.0 54.2 53.9
1932 64.8 40.8 43.7
1933 65.9 60*2 65*7
Summarizing briefly, prices of the nine important
grades of domestic wools tend to move as a group with respect
to timing, direction, and extent of fluctuations* Wool prices,
however, suffered greater chemges than the general price level
during the period studied* The discussion now proceeds to the
methods of computing seasonal, secular and cyclical trends of
prices and consumption* The measures of these trends were
used as the basis for the study of the relationship between
prices and consximption*
(2) World Economic Review 1933, page 92, published by the
U. S. Department of Commerce*
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COMPUTING SEASONAL, SECULAR and CYCLICAL TRENDS
Measures of seasonality, long time trends, and cy-
clical fluctuations were computed by methods described by
William G* Sutcliffe in his book entitled, "Statistics for
*
the Business Mam". As this book is readily accessible, the
methods are not described here.
Seasonal and secular trend measures were based upon
data for the year 19)34-1932, inclusiye. The large number of
unusual developments in 1933, entirely \uilike conditions pre-
vailing in the previous nine years, suggested the inadvisa-
bility of including this year in the period for which trends
were computed. Cyclical indexes, however, were carried through
1933 by extension of the trend line and use of the same season-
al Indexes and secular trends as for previous years.
Seasonal Indexes (3) — Computing seasonal indexes
was done by the monthly means method. The effects of secular
trend were thus largely eliminated by the selection of the
period, for the extreme years of the period 1924-1932 repre-
sent low years in complete cycles. Seasonal indexes were com-
puted for consximption and prices of four grades of wool. The
setup for computing seasonal indexes for consumption of Fine
greasy combing domestic wool is shown in the following table:-
I
(3) "Statistics for the Business Man", by Sutcliffe, page 183,
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CONSUMPTION
SEASONAL INDEX
of FINE GP^I COMBING DOMESTIC WOOL
MEAN MONTHLY METHOD
Years 1924-1932
Mean Monthly
Consumption
Seasonal
Index
(1000 lbs.)
January 6,499 96
February 6,440 95
March 5,392 87
April 5,323 78
May 4, 870 72
June 5,408 79
July 6,742 99
August 8,145 120
September 8, 621 127
October 8,644 127
November 7,557 111
December 7,390 109
ALL MONTHS 6,794 100
The average tendency of consumption cf this particular
grade of wool, as shown by the seasonal index for the years
1924-1932, was to drop to the low of 72 per cent of the mean
monthly, of all months, in May, and to rise from that point to
a peak of 127 per cent In September, the i>eak level being main-
tained through October.
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Measure of Secular Trend (4) — The monthly mean
method was used in determining the long term trend in con-
sumption of four grades and in prices of two grades. The
method is illustrated by the following table:-
SECULAR TREND of CONSUMPTION
of
GREASY COMBING FINE DOMESTIC WOOL
1924-1932
Monthly Deviations Deviations
Mean From Mean Squared
Year
Year Y X X XY
(1000 lbs.)
1924 4,557 -4 16 -18,228
1925 4,121 -3 9 -12,363
1926 4,139 —
o
4 - 8,278
1927 5, 935 -1 1 - 5. 939 -•44, 808
1928 6,444 0
1929 8,717 1 1 8,717
1930 8,296 2 4 16,592
1931 10,402 3 9 31,206
1932 8.544 4 16 34,176 90. 691
TOTAL 61, 155 60 45.883
Mean Monthly Consun^tion for Period •- 61.155
~9 -* 795
Yearly Growth -
Monthly Growth -
1? =
(4) "Statistics for the Business Man", by Sutcliffe, page 211
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Secrolar Trend for June 15, 1928 * 6,795.
Secular Trend for July 1, 1928 • 64 6,795 32 6,795 • 6,827.
2
Cyclical Index (5) Monthly cyclical indexes were
/
computed for consumption of four grades and prices of two grades.
The cyclical index expresses changes in prices or consumption
after the effects of seasonal and secular trends have been re>
moved. The final steps in the computation of the cyclical index
are illustrated in the following exhibit
Consumption
Tear & Month Actual Secular Actual-tSecular Seasonal
Cyclical
Index
1924
January 4,317 3,435 126 96 4 30
February 3,835 3,499 111 95 16
March 3, 769 3,563 106 87 19
It is seen in this exhibit what the cyclical index re-
veals. For example, an actual decline in March, 1924, was a cy**
cl leal rise because of the low seasonal index for that month.
Complete monthly indexes for consumption of all grades
are found in Table IV, and for prices of two grades are found in
Table V.
(5) "Statistics for the Business Man", by Sutcliffe, page 225
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CHAPTER II
SEASONAL TRENDS of CONSUMPTION and PRICES of WOOL
It was shown in the previous Chapter that fluctu-
ations in consumption etnd prices of wool have certain charac-
teristics associated with the time of year* We have seen from
a brief survej of monthly data that extreme fluctuations of
consvimption and prices are inclined to center in a relatively
few months. High months in consximption are usually fotmd late
in the third or early in the fourth quarter of the year. High
prices are inclined to occur in the first quarter of the year.
Low prices and low consumption occur most frequently in the
second quarter.
Only very general impressions, however, have been
gathered from the survey we have just made.
In order to get a more accurate measure of the timing
and extent of seasonal movements, seasonal indexes were computed
as outlined in the previous Chapter. Seasonal indexes of con-
sumption of four grades of wool are shown in the following
table :-
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SEASONAL INDEXES of WOOL CONSUMPTION
Years 1924-1932
Fine 1/2 Blood 3/8 Blood 1/4 Blood
January 96 109 98 95
February 95 84 82 87
March 87 77 84 87
April 78 74 81 68
May 72 77 77 76
June 79 80 82 86
July 99 106 97 104
August 120 124 122 119
September 127 123 124 135
October 127 130 127 135
November 111 115 115 112
December 109 101 111 96
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The folloirlng table shows seasonal price Indexes com-
puted for the same period;-
SEASONAL INDEXES of WOOL PEICES
Years 1924-1932
French Strictly
Combing Combing
Territory Fleece
Fine 1/2 Blood
Strictly
Combing
Territory
3/8 Blood
strictly
Combing
Fleece
1/4 Blood
January 108 110 109 111
February 107 109 107 109
March 104 105 104 105
April 101 101 100 99
May 90 97 96 94
June 96 95 94 92
J\ily 96 95 95 94
August 97 96 96 94
September 98 97 98 98
Oc tober 98 98 99 100
November 99 99 100 101
December 98 99 100 103
GRAPHICAL PRESENTATION of SEASONAL TRENDS
Charts II and III show graphically the seasonal indexes
of prices and consumption of two grades. The solid line repre-
sents the deviations of consuo^tion from normal while the broken
line represents the fluctuations of prices from normal. The
straight. heavy, solid line, opposite the 0 at the left. repre-
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sents the normal for prices and consumption. The figures at the
left, preceded by 4 signs above the normal line and signs be-
low, represent percentages of normal.
Following for a moment the lines in Chart II, we find
the consumption line for January is 4 per cent below normal,
drops to 28 below in May, rises to 27 above in September and
October and then begins a decline tlutt continues during the
remainder of the year. The price line is 8 per cent above the
normal in January, drops gradually from February until June
when it flattens out at 4 per cent below normal for two months
and tnen begins a gradual rise which continues until December.
A slight decline in December is followed by a sharp rise in
Jeinxiary.
&£M£RAL OBSEHVATIONS
The major trends in constunption and price lines are
very similar in Charts II and III. In each, consumption lines
are at their peaks in October and at their lows in April or May.
Peak prices are found in January while low prices occur in June
and July.
Seasonal indexes for prices and those for consumption
have general patterns that are very much alike in all four
grades. (See tables on pages 22 amd 23). In this respect,
prices of these four grades show the same tendency to behave as
a group that was indicated in the study of price variability . in
Chapter I
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PRICE and CONSUMPTION INDEXES COMPARED
Up to this i>olnt, consumption and price fluctuations
haye been considered from the standpoint of their individual
behavior. Several phases of the seasonal indexes will now be
examined in an effort to determine the relationship between the
seasonality of consumption and prices of wool.
TIMING of SEASONAL TRENDS
Rise from Lows — Starting with mid-year, when indexes
for consumption and prices are at their low points, the relation
between the cycles of the two sets of indexes will first be con-
sidered. The following table indicates the time that elapses
between the upturn in consumption and the advance in prices.
First Month
of Increase
In Consumption
First Month
of Advance
In Prices
Difference
in
Months
Pine June August 2
1/2 Blood May August 3
3/8 Blood June July 1
1/4 Blood May July 2
The outstanding feature shown by this table is the ten-
dency of price advances to follow consumption increases by one to
three months. Prices, in their advance from seasonal lows, there
fore, show a distinct lag with respect to the increase in con-
sxunption
oxju^-oo srrjKTtti coi'mm^Koo skmot
tacWwf^oi,'!! uojttg DOM ao/tqoDBaco ^feioq eld^ oS qV
lASitivitiaX
-xioMJ Jo XaioqX:a..J 3 nc'il ooxBtJoaoo aft^ tvuri
osf 9oa IJiv Bmxebal lAaoBstta tniX Ic
.iciY«JcKf
.
odf aeevxod qlrftaoiJ«Xei odd oRian Bjftb ct dtotJo dm ax v»41*rx®
• locTT ^3 e^oXtq haa :?cl^ctci'®fto9 '^iiiAtioAAw
eCTCL^T JUJCdiJIg lo DKIUIT
nMxBbttt eoda
.XMex-’tha iiJiw — aaol moxJ ^elH
aciSeSo'z biii .ataioq woX xlodJ Sa oxm aaaiiq bXA aotdomjB'iop roJ
-fioo W Saxn IIsw arxolat Je tSo* owi ari^ to aoloxo tsulX Mowied
eeaqi^Xo odX Bota^lhai oldaX §aiwoXlc^ edT ^boxotia
.aooixq ai oooMvbM e>slX JiUM aciJqaujMaoa ai axtstqi; 9di aoowiod
mosxaxa'HtQ.
at
_
triiaoM
dlnoU daxt%
BOtisrbk tc
dinoU ieix'f
OAfta^oar lo
rd'ijqBuififoO p{
«
'
'
.
'
S BMIfX
•ttt%
5 VM booM S\I
I xLub nm/li i)ocia: e\t
S \;lxrT, boolK h\l
"tim} odi at oldBi aidf xd avoiia oxv^Bot
-^attaurteXDG *«f7
ol nao xd amaMoxoai floi^<c«w>flo3 acilol aBOaavbe soliq Jo \otmb
-oxMtit ,ywo[ IaflC8fl»« rioxJ BonBVbs xtodi et ,Bt»ax-rq .«jW«om
“Oca al ee£t^;>Al odi ot t09qa»x diitt joalXsiA u *oda ,9xoJ
•acltqmn
26
Peaks of the Cycles — All four grades are at their
peaks of consumption in October. Consumption of Fine and 1/4
Blood, however, reaches the peak level in September and main**
tains it through October. Prices, on the other hand, do not
reach their peaks until January and they reach this point on
all four grades in the same month. A distinct lag in the price
movement, then, is apparent in reaching peaks as in advancing
from low points.
RAN02 of SEASONAL VARIATIONS
Timing of the cycles of seasonal fluctuations must
not be considered the only indication of a relationship exist*-
ing between consuf&ption and prices with respect to seasonality.
There is another aspect which appears very iinportant, and that
is the extent of the variations manifested by the two sets of
indexes. Highs, lows, and ranges of consumption and price
seasonal indexes differ widely in their fluctuations. This is
shown in two tables as follows:**
HICH, LOW and EANCE of SEASONAL INDEXES of WOOL CONSUMPTION
Years 1924-1932
High Low Range
Pine 127 72 55
1/2 Blood 130 74 56
3/8 Blood 127 77 50
1/4 Blood 135 68 67
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HIGH, LOW and EANGE of SEASONAL INDEXES of WOOL PRICES
Years 1924-1932
High Low Range
Fine 108 96 14
1/2 Blood 110 95 16
3/8 Blood 109 94 15
1/4 Blood Ill 92 19
SIGNIFICANCE of SEASONAL TRENDS
We have noted two fundamental features of the seasonal
trends of wool consumption and prices;- (1), lag in prices, com-
pared with consumption, in the rise from the low points and in
reaching peaks, and (2), seasonal fluctuations that are much
greater in consumption than in prices.
The lags indicate a dependency of price trends upon
consximption. They imply that a rise in consumption normally is
followed in one to three months hy a rise in prices. A decline
in consumption, likewise, presages a price decline in three
months. Consumption, therefore, is indicated as a force whose
direction and weight exercise some control over the price trend.
Domination of consximption over the wool price trend,
however, is by no means complete. If consumption of wool were
the only contributing factor in the price trend, any fluctuation
in consumption should be followed by an equal change in prices.
This is not the case. The range from high to low of seasonal
indexes of consumption are roughly three times the range of
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indexes for prices. It is necessary, then, to look to some
influence beyond consumption for an explanation of the price
trend.
OTHEE PRICE FACTORS
Several developments associated with the time of
year will be examined for their possibilities of influencing
the price trend. Their effects will be related to trends of
consumption and prices.
It has been noted that the second quarter of the year
is the period when indexes for consumption and prices are at
their lows. In that period, a number of conditions are worthy
of attention.
An outstanding feature of the second quarter of the
year is the shearing season. While no figures are available to
prove the point, it is lively that around 75 per cent of the
entire wool clip in this country is shorn between April 1 and
July 1. That means that the market supply of wool is Increased
tremendously in a relatively short time. Not only is the market
supply greatly increased in the second quarter, but the increase
comes at a time when consumption is at a low ebb. Thus, to the
depressing influence of low consumption is added the weight of
another factor which would naturally tend to retard a rise in
prices. We have already noted that the price indexes of season-
ality for all grades reached a low in June. The end of the drop
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in prices corresponds with the approach of the end of the
shearing season.
Closely related to the shearing season is the wool deal-
ers' buying season. Normally, dealers buy their year's stocks of
wool at the time it is being shorn. While dealers are buying,
their viewpoint naturally is not the same as when they are selling
wool. Consequently, they are inclined to favor a moderate downward
drift in prices because of the effect the decline may have upon
growers' ideas of wool values. The combined effect of the wool
dealers' attitudes toward prices and the light demand resulting
from low consumption tend to work together as a bearish influence
upon prices.
The influence of still another factor cannot be left
out of tne picture. During the second quarter of the year, supplies
of wool are apt to be, on tne average, much less desirable in
character than at any other time after the arrival of a new clip
on the market. Buyers logically pick first the best spinning
wools available. This tends to leave the most unattractive wools
on the market in late Winter and early Spring. Also, the first
wools of the season are usually less attractive in character than
later shorn wools. The differences between the best and the or-
dinary wools are not of a nature that can be reflected by the
grade and class terms on which quotations are based, but they are
reflected in prices, often to a very appreciable extent. For
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-xaioKiBiio
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Ki avt^oBTir.-A VUBI xUAireif ©tb nosBsa Ic eXoow
-IP ©d? fo«B iaoj ©Hi ri8o©^3<f saoGsislixi) sd? .eXocw (node i©j#l
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*£o1f .ineix© ©I^Xai© ^rqfCTi-, a oj aacrio ,8©oiYq al i>»id«Xl©T
30
example, the price range on Strictly Combing Fine Territory wool
may be as much as 2-5 cents on a scoured basis. As market quota-
tions are based upon sales, and as dealers also are Inclined to
withhold their best wools through a dull period, hoping to realize
better prices when demand picks up, the character of the wools
selling in the second quarter are apt to have a depressing influ-
ence upon the price trend.
Summarizing briefly the factors associated with season-
ally low wool prices, three, in addition to consumption, operate
either to keep prices down or retard their advance in spite of
rising consumption toward the close of the second quarter. These
factors are:- (1), a large increase in the supply of wool at a
time when mill demand is at a minimum, (2), the attitude of deal-
ers toward wool values during the shearing season, which is the
dealers' buying season, and (3), the influence that the character
of old end early shorn wools have upon quoted market prices at the
time when wool is being shorn and bought by dealers.
The period when prices are at their peaks also has asso-
ciated with it certain conditions tending to give the price trend
its characteristic pattern. We have noted that after June the
price trend is slowly rising, reaching the highest point in Janu-
ary, Indirectly, consumption probably has some bearing upon this
trend for it is high during the third and fourth quarters, Tet,
it is doubtful if consumption alone can account for the sharp price
loow xtoHiittf ^altUaoO \Uoli4Z' ao ftj^rt/rr B0i7q ,<yIqEBax»
-R^otJp «A .exdstf i>»7i;fot>a m no a^aao 3-S es xi.Txar as ad xaa
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c^ jrtiqoa ^botiaq Hut e t{^oi!\4 alcow 4ved rtiedJ tioiidilw
tioow add Tio T.ad^si£a.a atii saU^iq 'basta»b natia asoiiq laitad
~ui\al ^ciee97q«j> b bvbH dqB ata, 'iBiiAug baooat ad: at ^alllat
,
,
.baa'ii aoi'iq add noqu sona
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aoizq qzBda add zot daucooA nao anola aoidqmuaaoo it IjAddxrop at di
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advance in January, because by January, the consumption trend
has been downward for two months or more.
The first two months of the year is a period when
two developments of significance may take place. These are;-
(1) placing repeat orders for Spring goods, smd (2), placing
initial orders for Fall goods. These two events are antici-
pated by wool men weeks before they become actvxalities. Their
significance is that, if orders for goods in either or both of
these two categories are of large size, large quantities of
wool must be purchased by mills to make up the goods. In the
event buying takes place in January or February, buyers must cover
in a market with supplies greatly reduced. Mills by January
have already drawn heavily upon the last season’s clip for the
third and fourth (quarters ' consumption requirements. The re-
stricted supplies offer a background for price advances, and it
frequently happens that a demand, great enough to result in
price advances, takes place in January,
Here, again, we see that consumption of wool, as a de-
terminer of the price trend, is aided by other factors; an in-
crease in demand and a restricted supply.
GENEFAL SUMMARY of SEASON TRENDS
The seasonal trend of wool consumption is reflected
by a pattern in price movements that indicates a certain amount
of dependence of the latter upon consumption. Other factors
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than consumption, however, influence the characteristic seasonal
fluctuations of prices. This has been shown partly by the fact
that prices do not fluctuate as widely as consumption. Also,
the heavy increase in supply of wool at shearing time, the buy-
ers' attitude of dealers at shearing time, and the character of
the old wool and the early clips on the market all operate at
the same time to depress prices. The January rise in wool
prices, again, is probably largely a result of the supply situa-
tion.
.
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CHAPTER III
SECULARS TREND of WOOL CONSUMPTION and PRICES
The discussion in the prerious chapter was confined
to those fluctuations in wool consumption and prices that nave
a tendency to occur at certain times of the year, A study was
made to determine the time when these particular kinds of
fluctuations occur, the extent of these fluctuations, and the
relationship that exists between seasonal changes in consump-
tion and prices.
Attention in this chapter is given to consumption and
price changes that have no relationship to any particular time
of the year, but rather take place only over a period of years.
In Chapter I, it was pointed out that during the period 1924-
1932 prices of all grades of wool suffered extensive declines.
Consumption, on the other hand, was shown to have exhibitied
varied trends. These changes are now going to be examined in
an effort to determine the relationship that exists between the
long time trends of wool consumption and prices. Data are pre-
sented in this chapter to show some of the possible causes of
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the changes we have noted.
Scope of Secular Trend Study.— Secular trends were
computed for consumption data on all four grades of wool In-
cluded in tiiis study. Only two price series, however, were ad-
justed for secular trend. Of the two price series chosen for
secular trend ad.jU8tment» one represents the Fine grade which
showed a rising consumption trend, and the other represents
medium grade wools which had a slight declining tendency.
Fine French Combing Territory wool comprises one of
the largest groups of domestic grown wools. This description
applies to the greatest bulk of the wool produced in the western
mountain range states and in the southwestern states of this
country. Fine wools predominate in the clip grown in these sec-
tions of the country, and this grade, as indicated in Chart I,
showed the most pronounced rising tendency of consumption in
the past ten years.
The other grade chosen for secular trend study
was Strictly Combing 1/4 Blood Territory wool. While this
particular price series was selected from the western grown
wools, it represents also a large portion of the better class
wools grown east of the Mississippi River, and it has a price
trend that follows closely the trend of the 1/4 Blood Fleeces.
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»i€W Biunr:^ -raIuo»B — .\Jysj4i! or.vnf laXu^aR \o aqooS
'
-al Xoow lo aabMr^ iiJo\ lie ao B3&to ttotiqaskanoo ic) baiu'qtaoo
'~t& oiow ,t©Tawoii .©axTas aoltq cwX ..xibtrXa eXiii ni betul^
xo’t asBoxia 90ltq owX siiJ 1C .Jbnaii laLjZt&a id haXaxr^
xiOXjctw ^bariii ani^ axU aXadsaiq^i aao bia*tX,
eiaeeaiqar laxWo ex-tf mB aoiX«jnu«aoo ^laXi. 'e Jaawoxia
.'^onaijaaX ^iuil^jeb ^xi^lla a itBXi iiaiiiw aloow a&BT^ ax;lBdSi
1o aac 9;»»iiqnioo loow ^loXlTiaT rjoflai'i anil
noiXql'XDeaij sixlT .aloow kwots oiXaaooi) 1o Bq^ot® Xaa^iBl erfX
irtaXaow «xiX aX i>aaA/l>0‘iq Xoow axii lo ?liiwf axU oJ aaXXqqB
X •:
BXxfX 1o d»;^.cXe ni&Xaawdi/cs a/li iti baa as^AJe e^qai aX^i^xuiuia
-oaa aa^dX flX uwo'xa qXXo ©jctf ftX aXaciXiBoda'rq »Xoow eart ' .'^iXfiDOO
,I XtedO aJ: be^JHQJtbal es eXdX b(i» rX^^dooQ ffdJ saoix
aX coXXqoBBaoD 1o '(oxxodccai ^aieti berjosioa^iq ieooi t>di dewoxla
r
f '
.
"^
•BTBsus ixai ^aaq »dX
\ihf4a btteji iaLuosb ?o't n^ecilo edBis ledXo aa?
,
aldi alixiir .Xoow ipcXiii#? feooI3 ^\I aaic&ccO «bw
ffwotg ai&Jeaa BdJ moil isec^aaX©© esw ceXie* aoiiq iBlaoliiaq
«&bXo ’xaXXsd aiitf 1o aoiXioq o^ibX b csXb a^aoHoiqai <i .aXoow
eoiiq A Red 11 ba& ,ievjtfr IqqXa^laalM «dl 1o xtwoia aXoow
.BoosaX^ LooiS ^\I adl 1^, Iwxail adl xlaaoXo awoXIol laril basnS
35
Consumption of 1/4 Blood wools tended slightly downward in
the past ten years, and so the two price series represent
grades with divergent consumption trends.
The selection of price series from grades with
the most divergent consun^tion trends offers opportunity to
make a more direct comparison between consumption and prices
with respect to the relationship of their long time trends
than would be possible by a selection from grades with more
similar trends of consumption. If the secular trend of con-
sumption has any appreciable influence upon the long time
price trend, it should be shown by a corresponding differ-
ence in price trends, especially in two grades with such
divergent consumption trends, as was shown by these grades.
Method of computing trends was discussed in Chap-
ter I., and so no further treatment of the subject is given
here, except to mention that the same method was used for
consumption and prices.
Secular Trends Compared.— Aimual changes in
secular trends of consumption and prices of domestic wools,
in the series for which trends were computed, are shown in
the following table:
oi M«iiAircJb b-rihcm^ oXco%’ hcoJSi ^\I to atASqoimacO
i/iueriqfti saiiaa eoiiq ovl *xi^ oa taa ^s'lDtiX icaq
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Grade Conemaption
(1,000 Pounds)
Prices
(Cents per Pound)
Fine 765 -10.8
1/2 Blood
3/8 Blood
1/4 Blood -1.2
127
47 - 8,8
( 6 )
( 6 )
It is noted from the foregoing table that the growth
in consumption of Fine wool was rery large, and that the trend
in prices was sharply downward. Growth in consun^jtion of 3/8
Blood was not nearly as large as that of Fine and the price
trend also was downward, but the decline was not quite as large
as in the price of Fine. Consumption of 1/4 Blood actxially
showed a decline. Seoilar trends were not computed for prices
of 1/2 Blood and 1/4 Blood, but the extent of declines in
prices of all grades C6tn be seen by reference to the table on
page 13, Chapter I, which shows that all nine kinds of wool de-
clined in prices by about the same percentage.
Hence, the trend of consumption apparently had little
influence upon the trend of prices. At least, the trend of
consumption is definitely eliminated as a causative factor in
the price decline. Practicably equal price declines took place
in aill graules regardless of the consumption trends of the re-
spective grades. Fine wool, with an annual growth in consumption
(6) Not computed
( bicuo^ nee
»i:aT[0
(btiwo^ OCO , I )
8 .01- CdV ^OJL ^
8.8
(«) TSI i>ool<i £\f
J&oolff 6\e
boo13 h\i
diwor^ vdi t^Ai 9L6a3 9SS 'nonl b»;oji #i jX
ibAi i>itj$ ,;‘rj‘U'-I icTS'f Xocw s.il'? Ic uoiJqcjuefloa ai
6\£ lo nolJijEM/tnos ni ri^wciO , >iRKAT»ot xXqiJtilB «ijw aaoi*:q ni
eoiiq oriJ boii '»«*.'! lo tA e^uel «fe yliaoii ^oxi •«*. bociS
liu lup ioa ZtM nnXXooi f<nV tinl ,xr:Bira»ob oalc i)a®‘iX
xllAi>^n« iooiS b\X Ic io ool-iq aaX aX eu
•©Dliq tq \ AoJvr^co ion «T:‘ir» abcioTJ .•fiiX :* ai3 a bawobtt
irX vaalloofc Xi«f ,mocIS >\/ bojii booXS S\X lo
no aXdnX 9i^^ oX 9one'r‘»'^«‘r v<f asr^e si £Im \o «woiaq
-«t» Xoo»‘ ei(ni>' 4»rtia Tin ewrae iXoxajr ,I 'laXqehw <«8fiq
, o:fUA8 ixroiitt xrf *ooi*iq at bwalXo
aX^XiX bexl xXXneinqqis .icx.iqe aenoo tc tetnj ‘uL ,©oaaE
^0 taoiX aiiJ iXs.oi sf. .taoi-iq lo buuiX asiX aoqt' eonsjaXTial
nX icXoi t evijfisifx.3 .a ?i\ baX^nxtniXa TcXaXifri'iaij nt aoiXenaotr^oo
eoj^Iq AoeX e6*iiXot»i 9:>Xtu' X.^xpe ^iifcoixojn*! .a.rtXoei) aoXaq ar.x
-&1 orfX '20 8bff»iX floXXqcLJsccD erfX "^o a8#Xiyi/s»7 8»i>«Ts Lis nl
noiXqtpjJtfloo <tX liX^oTj Xennr^. a» ASlm ,iocw •ai'f .taLirta ©TXirtaqi
. b»4 i)qTii03 XoH (3)
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amounting to more than three quarters of a million pounds,
had declines in prices of 78.0 to 73.4 per cent of the
highs for the past ten 7ears, and French Combing Territory
Fine had an annual price decline of 10.8 cents. Other grades,
with consumption trends either only moderately upward or ac-
tually slightly downward, had price declines of percentage
of highs about equal to those of Fine wools. Therefore, it
is eTident that wool price declines were associated with some
factor other than consumption.
This observation has suiditional support in Charts
IV and V showing average annual prices of Fine French Comb-
ing and of 1/4 Blood Strictly Combing Territory wools plotted
against secular trends of consumption of the respective
grades of greasy Combing domestic wools.
The consumption trend of Fine wool, it is noted from
the trend line in Chart IV, rose from 3,700,000 pounds per
month in 1924 to 10,600,000 pounds in 1933. This is certainly
a very substantial increase, almost tripling in ten years.
Yet, during this same period, the average annual prices of Fine
French Combing Territory wools in Boston fell from $1.31 per
pound, scoured basis, in 1924 and 1925 to $0.44 in 1932, a
drop of 66 per cent of the high annual average. In only two
years, 1928 and 1933, of the past ten were there rises in
annual average prices of this grade. It will later be shown
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that the price rise of 1933 preceded the rise In consxunptlon.
Increasing consuccption, therefore, was not effective in pre-
venting a decline in prices of Fine wools*
Farther emphasis is given to the apparent disasso-
ciation of price trends from consumption when the relation-
ship of consumption and prices of 1/4 Blood wools is consid-
ered. The secular trend of 1/4 Blood greasy ^omhing domestic
wool consumption, it has been noted, showed a very slight
downward trend which is indicated in Chart 7. The mean month-
ly consumption of this grade was 2,400,000 pounds in 1924 and
dropped to 2,300,000 pounds in 1933. For all practical pur-
poses, this drop was insignificant and may be considered steady
compared with the 200 per cent Increase in consumption of
Fine wool*
The movement of annual average prices of 1/4 Blood
Territory wool, it should be noted from Charts IV and V, showed
a pattern very similar to that of Fine wools. The high annual
average price of 1/4 Blood was $1*02 in 1925 and tne low was
$0*36 in 1932, a decline of 65 per cent from the high* This
was only 1 per cent smaller than the drop in the annual average
of Fine wool prices*
The inferences to be drawn from the behavior of the
long time tendencies of wool consxunption and prices are:- (1),
the rate of consumption did not have much influence upon the
.aoif<prjmaoo at tall ariJ b»hHo*i’zq ^C6I lo eexi idol'iq; anil ittii
~»'ia nt ©wlJtaila .Irn e«w .nic'iatari^ .aoi^cjau/euoo aniSisaionl
.aiccw ^:>crr% to ae&jtTq ni eaiXaai) « ^nXIaav
-oBCJBaii) di:ir o3 uavX^ si elsjcuqBa lecUr^i/f
-aoli^isi naftw nolJcjirji»Bnoo s^^a’T^ soiTq lo woiiijlo
-blBUoo ei tloo» booXS b\I aaol^iq too ceaco lo qida
oi^sainofc f.nldae^ X6jl.9X^ ii0of2 fr\X to b/tfw^ sf^iav^ta ^bais
Sti^ilB X'tav 0 he*roilr ,be;ton a®«cf SKri rfi ,aojiJf;mx«flOO /oow
-‘tiiaoai af>e« eiiT .V ^xtidO ai Jt«*i»oiJbfli si rioAilw b-t«wrtwoJb
btip £ti si>ru/oa OOOrCO^^t'N t*>w aboTOj siifJ io noijqa^^tnoo \I
-ixrq l&otiOBTiq XU' to'? ,6K<Jl ni BtAiiOq 000,C05,.S oJ baqqotfc
vCusais itateJbisaoo etf v*® qotft sidi .oaecq
to aoiiqtai;8nc3 ci as/i^ioni Jaao rt>q OOS ri^iw xm^enoo
.Xoow «flil
i)ooI€ ^\I lo aeoitq ojifliava Iboiuss to ^n»fl»vo«a «riT
iswods fV t>n& VI cJtBri'J mott i>»Joa ed Jclaoxis^ Ji ,ioow v^o^inaT
(iwnrs data edT -cXoow orri^ to tfidi 0? laliois fn»J?/vi a
E«w »oI adi i>n* t^€X ni ^0.1$ saw booIE b\I to woiiq a^istevs
siiiT .rf^-kd ©xiT Kott Jfl90 toq SO to ^aSlo^^b r. ^SS^I ni dr..C$
XjuttHB iiAiL^ ni qo-tb oiiri^ taXIams inao r ^q I ^lao a/^w
.enjinq loom eniti to
aul to Tr-ivanao adi aso'it urns'll) od cJ 9^0001atni adT
,(I) -I'-tB saaitq t»ia acli^ipmjenoo loo* to aaioisaLafei aoiiJ s^xioX
dfU noqu oDnauItfli rit,A«i avad ^on ftio coIiq'jujBiioo to a^at ad^
39
price trend, and (2), responsibility for the downward trend
in wool prices must, therefore, be sought in some other
economic factors,
ECONOMIC TRENDS RELATED TO WOOL PRICES
World Wool Prices.—* Wool is a commodity that has
a world market, and so the world price may logiceilly offer at
least a partial explanation of the severe drop in domestic
wool prices from 1924-1925 to 1932. Average anntial prices per
pound for two grades of wool at the London auctions are re-
corded in the United States Department of Agriculture Year-
book for 1934, and are (p.oted here as follows
Year 648 - 678 568
1924 $1.30 $0,90
1925 1.15 ,77
1926 .96 .59
1927 .96 .69
1928 .98 .76
1929 ,76 .58
1930 .51 .34
1931 ,37 .24
1932 .29 .20
1933 .46 .32
Of the two grades quoted in London, 64s-67s is
similar to domestic Pine and 56s is similar to domestic 3/8
c*'fr 9 oi'zr[bci»TS ‘lo' ilJt'Jis-i-. , i*'
rrl Jn^nco id j-toi *•.'. /» sooliq loow ai
.3'iOv:>4ii jioonoo#
>'.3;oi>T^ joow 01* 8G'»a ’? :.rMor>o?r
eart cr.»'rtc* \tlbo-r.utO & loof — . arool'.'^ iocff iX'ict
Ja 'i«1tc viXB.^irjoJ. vtv ^d; .,. aXiow »£t^ r.« ra* tfiow a
otJjA.icfc c^i u j'vfc vixovi*« auJ lo naXqxa leijtnq a t«aal
«
'ia aa^iiq o5 3St:l-l*SeX ass'll ^9oii^ looh
-
•7 i-fci -Ti iTCxfcaoJ eii/ Ji X*. c-? lo safcaTi) owJ toi isoiroJ
-
.^ i>Y lo ^ue<.?l7eq©Cr •slrCc: Joe'inU ax ijefsioo
“;hvoIXo1 ea ?»7eft lol :dood
ei
f7j -- liiX
>f M»V • CJT. iS^;
' Y
..
, .: 0,3;3 .
* /'C, — f*53X
• d''. V33X
5^. t r
•4 eT, >>r/:X
Xc . X
rr,. irci
cs. >3". SS3X
sr.i X
4^? ./iobnoj ni bjioLifi eeSM’i j cw j
ey, ox -teorioij oi> -tpJ tmie al b03 bna fiai’i oXviaaaol, ox •?cfX'«ic
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blood.
Another factor that should be remembered when study-
ing London prices is the fact that wools of these two grades
are subject to a duty when imported into this country. The duty
now is 34 cents per pound, clean content, €uid before June 1930
it was 31 cents.
Without attempting to make a detailed comparison be-
tween London and Boston prices, it is obvious that the 1924
and 1925 prices at London, as in Boston, were distinctly the
highest of the past ten years. Another point that emphasizes
the similarity of price trends in the two skirkets is the rise
in 1928. .Again, the similarity is strengthened by the facts
that in both markets the low averages came in 1932 and the
averages for 1933 turned upward, and rose almost to the 1930
level. The decline from high to low annual average prices at
London was about 78 per cent, compared with the declines of
around 65-67 per cent in anntial average prices of domestic
wools at Boston.
As London reflects to a large degree the conditions
prevailing in all wool markets of the world, the trend there
may be taken as a fair measure of world wool prices. Prom
comparisons made between Boston and London prices, it is evident
that the trend of world wool prices was more nearly comparable
with the domestic price trend than was that of consumption in
.braid
a&dw ®tf bJLbOiiM t.9Ai 'sodofil tetbicak
aw3 »cAdi 1o ilofcw jatU asU ai seotiq cobaoJ j^ai
9
yjttsb AdH
.
ctinaoo 9tci» odni b^aioq®! nfuriw ^i/b « od ^se^cfift
0C9X voffT* aieVid bita ,dff&icou disalo .itcufoq laq a^aao b£ al won
1C e«v 11
-9(f noal‘Z>^<|iQ03 l>®Il«lab « soLea ol ixioiillV
^S€l (uU liui/ aifolvtfo el 11 .aaaitq nolao€ ban aobacd aaaai
aril aiow .aolaoCT ni aa .aobaol 1« aMlaq QS61 boa
Bdxlaariqrsa laril laioq i^rilo.iii .aa«a\ tx®d laaq airil laaii^ld
aali sal al adsfirai o«rl aril ai eriflail aoliq lo drii
alaat aril rio.iarilaaaTle al \liialla;le aril laxa^ .SS^I ai
aril bfla SS6I al txnea aasataaa aoi eol ava^fi/* rilotf ai laril
OC€l axil 01 laomia »aor i>af- irrawqx/ Laa’zxfl CC91 loT aa^aiaTa
la ao'jitq a^.*T9VA lajjnns aoi ol xi;^xri Acal^aallaab ariT .XavaX
lo aertiloob aril riliw batijqmoo .laao loq es* Ixxoda eea nobaoj
allaamcb ttnoiiq a^aiaTa XaimoM al inrao leq rd-56 bricroia
.aolaoS IB aXocv
Raoillbnoo aril aaa^i) a^'xaX a ol aioanaa aobaori tA.
©laril b««m aril ,rii*xcw aril lo eleriise loo* lie ax
Q0\^ .aeoiiq Xooa bXic* 1o oxir^^am Trial b an a»yLit ari xrixa
laabiaa f;l 11 ,9aalTq uoJbaoJ bna aoleoS xiaawlari aX»£(a aaoaliaqpaoa
aXriaiBquioo ^^XiBoa aioai bb* aool'xq Xoo* hiinm lo bnail aril liwil
a I aoticffaifaaco lo Iba'i bb* aaril iaaTl aoiaq ollaanoi) aril rill*
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the United States.
Ordinarily, the United States mast import a sub-
stantial amount of wool to meet consumption requirements,
which in the past ten years have amounted to approximately
one sixth of the world production. Domestic production has
been, rougnly, one tenth of the world's clip. The deficit
must be made up by importing, and imported wools must be
bought at world prices. Consequently, rising world prices
would naturally tend to lift the domestic wool price level
because supply is less than the demand. In a similar manner,
declining world prices tend to depress domestic prices be-
cause, if the latter remained below the world level for any
considerable length of time, importing foreign wools would
be stimulated and the imported foreign wools would comx>ete
directly with domestic wools. World prices, however, may
rise without a corresponding effect upon domestic prices, es-
pecially if the domestic supply is adequate to meet require-
ments. The tariff, also, may act as a buffer preventing as
severe declines in domestic prices as may take place in
foreign markets.
With this background, it is not difficult to appre-
ciate the intimate relationship between domestic and world
prices for wool. In the past ten years, declining wool prices
abroad offered constant threats to prices of domestic wools in
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spite of tiie protection of the tariff and Increasing domestic
consumption. Hence, prices of wool in this country api)arent-
ly either had little relationship to consuflnption, or, if they
did have any relationship to consumption, it was of a negative
character.
We have already noted how wool prices in this coun-
try declined more than the general price level during the
period 1924-1932. This decline took place in spite of a ris-
ing trend in consumption. We have noted, also, that world
prices of wool traced a pattern very similar to that of domes-
tic prices except that the decline was even greater than the
decline in domestic prices. Apparently, then, the wool price
trend in the past ten years has been due to some widespread
underlying cause, or causes.
The one phenomenon that has been commonly experi-
enced by the whole world in the past ten years has been a
period of prosperity followed by the most severe depression
this generation has known. Wool is a raw material produced
in frontier regions and manufactured, or consumed, in the most
highly industrialized regions of the world. Hence, the state
of industry may have some bearing upon the wool price trend.
Therefore, we shall turn for a moment to the consideration
of the bearing the depression may have had upon wool prices.
s^
bat IHiai sdS nvli >9i7oiq lo tilqt
X^-fttac’j titii at ioov tc cejiaq .•oaaH ,aoli<rannaoo
\»di ,10 fHOiiqmttno'i oi qMwoiiait^ aUitl bad ittaita
svX^j^oii e \o tpa il ,aQxSqmfanoo o) qidtaotialari trad bXi»
-ffx/oo BiiiJ at teointq Xccur ttod hasoa {bs^la avad »f ”
9£it ^atTub level osXiq XAaeaej^ aoi Oioi^ erom beailoeb \ji
-Bit A 'io^ eihlr. at eoaiq JUioi eatioeb tisHT .SSPl-I^SeX boiieq
bl-xow iArfjr ,o«Ia 9viul bI .aotiamijeaoe at baeit g0l
-teoiob Ip 3adi ot i^XixaXc v^bv a CBOAti louw \6 »s3l*xq
•ri^ iUid^ islAots aevm taw ^Ptloeb BriJ 3ad3 iqeryxe taoX'xq aXi
eolzq loow mit ,aedi ,\XXxr0*ieqf5A> ««9.>xTq oiXaeBob ai «axXo©b
l>t^B*iqeebi« ««o« oJ estb aeed eed t*i«ex Xcnq b4X ai baezt
eetsjAo 10 «»«i3»o s«i\Xi9i)na
••tzeqxe ^Xadobboo 0<ied aaa fadt aoaeaoaadq eao etCT
B deed esd Bzaex aet feeq edS al JaXio» Bloifir »xlX beoae
coXsBBiqob eiBTBc XaoB edi \d bBWoXXol \o boizeq
JbBoaboiq X^Xiexaci Win « «i looW .owoiot san aolX«i9rie^ atiii
3 Beta edt ai ,bermBaoo lo ^tenuioB'^ifaBai baa Bfloi^ai i«iinoil ai
edi «9oaAH .hizow aiii to taoX^ei beaXIeXi^sirbci ^IrE^Xii
.baozi eoiiq Xoow edt acqu ‘^atiaed wsob evad ^ftn ^JsoJbaX lo
actiBzebiaaco edi ot ia^jmeta & roJ injat Itaiie aw ,aio'i*i9ifr
.s&oliq loow aoqa btui evjsd y/ua AoXBcaiqsl* ^aizaed edi to
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United States Industrial Production.— The Federal
Reserve Board 's index of industrial production, based upon the
1923-1925 average, for the years of high and low wool prices
were as follows;-
Year Index of Industrial Production (7)
1924 95
1932 64
These index numbers indicate the terrific drop in
business activity that took place during the period when prices
of wool declined 65-67 j>er cent of their high amnual averages.
They show how employment of the ultimate consumers of wool was
curtailed, how incomes must have been reduced in the past ten
years, and consequently, how the ability of many consumers to
buy clothing must have been restricted.
Factory Payrolls,— A measure of consumer purchasing
power of even greater significance than the industrial produc-
tion index is the Federal Reserve Board’s index of factory pay-
rolls. 'These indexes. based upon the 1923-1925 average, follow;-
Year Index of Industrial Payrolls (8)
1924 95.7
1932 45.3
(7) World Economic Review, 1933, page 83-84, U. S. Bureau of
Foreign eind Domestic Commerce.
(8) World Economic Review, 1933, i>age 102, U. S. Bureau of Foreign
and Domestic Commerce.
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7rom consideration of the indexes of industrial
production and factory payrolls, it hecomes apparent that
consumer purchasing power has suffered drastic curtailment
in the past ten years and that the trend in purchasing
power has followed a course very similar to that of wool
prices.
Wool Production.— Daring the time when declining
purchasing power was having an adverse effect upon wool
prices, changes of considerable magnitude were taking place
in the wool supply. World and United States production of
wool for years that represent approximately the low and the
high of the period covered by this study are shown in the
following table;-
Production of Wool (9)
(Millions of Pounds)
Year World United
1924 3,184 281
1931 3,677 438
Increase 493 157
Per cent Increase 13 55
(9) World Wool Prospects, July 31, 1934; Mimeographed publi-
cation of the United States Bureau of Agricxiltural
Economics.
Xfijtj^subal ^0 8^x»bat 'to noiJie*X8i)leiioo aoil
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World wool production in 1931 was estimted at
3,677,000,000 pounds, which was 493,000,000 pounds greater
than in 1924. This was an increase of more than 13 per cent.
The domestic annual production had increased 157,000,000
pounds, or more than 55 per cent over that of 1924. A very
large portion of the increase in the production of wool came
in states that are predominantly producers of Pine wools.
It was the Pine grade, we had noted earlier in this report,
that had the largest increase in consumption. This, apparently,
has a definite hearing upon the price trend. The increasing
weight of the wool clips, coming at a time when consximer pur-
chasing power was declining, placed steadily growing hxirdens
upon wool markets in order to get one clip into consumption
channels before the next arrived. The consequence was repeated
reductions in prices in order to dispose of each year's produc-
tion.
A Competing Fiber.— A new industry, the synthetic
production of a textile fiber called rayon, had come to hold a
very substantial place in the textile industry by 1924. Pro-
duction of rayon was of negligible proportions in 1920, but in
1924 the consumption of this fiber amounted to 42,200,000 iwunds,
according to the Textile Organon (10). By 1932, consumption had
(10) Textile Organon, February, 1934, published by Tubize
Chatillon Corporation, New York.
)*> b'dt£^iie9 w I&9I a I ticlitovbviq Icoi* feliclr
ie4je®Ta Kiiaxroq nriC ,OOf ,59A t a->inw .alMUKoq Oi’C ,,000
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-'u/io'iq a'-iB^x doJs.«i to aaoqaib oi Tsbac ai Baoiiq di aaoifout)9'i
.aoif
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h#,;i£ aoiiqaiijaaoo \ff .(OX) floa«3i0 a/fixaT srfJ of jiCiJbioooB
a.^irfoT xd b«rf«ildx.q ,>58X ,x^aj/icfa'i ,awii»5i0 oliixa? (OX)
.jfic? waK ,floiiB:.orn:oC ixoXXxiaiiO
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reached 152,200,000 pounds, and comprised 5,2 per cent of
all the textile fibers used in that year. A fiber with a
growth in use, such as that of rayon, cannot be ignored in
the study of price trends of other fibers.
A significant factor in the development of the
rayon Industry during the past ten years is the decreasing
price of the product. The average price of 150 denier rayon
on the New York market was $2.11 per pound in 1924, according
to figures published monthly by the United States Department
of Commerce in the Survey of Current Business, The average
price in 1932 was $0,64 which represented a decline of near-
ly 70 per cent from the average for 1924, This decline was
greater than was shown by wool prices.
While it is true that rayon probably cannot be
substituted for wool in edl, or even in a substantial portion,
of present outlets, it is quite likely that the growth in
production and the price of rayon has had a veiy important
influence upon the wool price trend. Rayon competed with wool
in another way. It was a competitor for the existing, a
diminishing, purchasing power. Goods made of rayon are
attractive to consumers and they are widely advertised. An
increasing portion of the consumers' purchasing power went to
the producers of rayon. This meant a decrease in expendi-
tures for wool goods. Thus, even though the actxial displace-
Ic ^n»o “xeq fcePliq^Bco 5k« ,c6ixi»q OOC,OOS,Sei b^dtxM'i
B Ait^ TBlUtl A iB£ii al ttBdl'l BliSXBi 9dt ILm
al boiccQi (f ^onffoo «noxw^ iRdJ tA doi-e .••xr cti riJwoi:^
.HivoTil YMiio lo dsiiq lo \bo7t Bdi
wii Ic «li ni Tc^afll ^nAoilln^is a
K/ita^diMh »i£j tJ njL,B\ aey ^eeq BdS '{;jjHubat tto\er
aovA^ ’X«la«b 0d£ lo Bot'iq ^^jurera •.Oi>i)o*rq bsU \o aoiiq
sniii*Toooji ffi tojjoq i«q IX ,S$ g/r vtoX »*»*! driJ no
^noiBJTAqeC e«/i»4e bBitaV r<tiJ vrf ^X/UnoA boiUlIdiiq oi
9^«':eTo s<fT x^vioS ni gnisimoO lo
tc o.tifD^b a ba^naaai'ie^ xlotil* bb^Q^. saw S£€I ni aoxiq
•aw anXl^ab eiJiT no^ wii aoi^ ^o«o i«ki OV \I
.caaiiq loow iiwoxis axiir aad^ TelaOTa
«Kf ^onnao ^/dsdoiq aoxfii inAJ nsnf al SI elltil
r.oSS-TOq [eiSncfadirB a nl nova rto ,IXa nX loow rxe\ b^SuSiSadifa
al dSno'i^ mis Satis \,lasLti aStap at St ,aSalSu6 Saasaiq 1;o
X.wiotiujl \iav a tad enA nov^ B'^tiq adS boa ocxloi/bciq
cow dS ta heSoqnoo nq\^ .btre-iS soiiq ioow adX noqo aooaxrf'tnl
H ,-^alSr£xo ’^dJ lo't loc^Waqeoo a saw XI .\a« neilXoad at
6*xa ao\ai ab/w ebco{} .tawcq sniaadoraq ^^nldtintsiib
oA ^baaiXio'vba \IbbXtr a-ts \9dS boa a'^f^osnoo cS avIXosnXXa
cX inaw 'icirraq snXaadaixiq 'aiwwfaneo ao^ lo nolXioq ^lajae'noai
-iba»qxa at dss»*x:Kib a Xoaos etdT .aov’i rtaaxbcrtq aciS
-aoalqaib IsuJoa i»AS tf^otis aara .tX'riT ,*bco5j Xocw not ianjuX
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ment of wool in wool doth wag small, ra/on cut into the wool
textile field and became a price determining factor in the wool
market.
Conclusions.— The domestic wool price trend has been
downward from 1924 to 1932. Consximption during that period
showed a rising tendency. It is evident, then, that increasing
consumption by itself is not necessarily accom3)anied by rising
prices for wool.
Economic factors with trends closely resembling
that of the domestic wool price trend and probably having some
influence upon it were;-
1. The world wool price trend
2. Industrial production
3. Factory payrolls
4. Wool production
5. Competition from rayon
The world supply and price of wool enters definitely
into the price picture of domestic wools. Industrial conditions
that effect the purchasing power of consumers of wool vitally
influence the price of that commodity. Domestic wool prices
have suffered in the past ten years from the competition of
rayon which has been consumed in this country at an increasing
rate and at declining prices. There is, therefore, considerable
evidence that the downward trend in domestic wool prices during
loow cJixi iir> .IIasia d^oXo loow al Icow \o ia^m
loom 9di ai toiojs^ '^nlttian9i»J[> •ot-rq a twuaoed tnn JbXsil
. Jes^iAai
Abed fad bamyi bciitq Xcow oli&^aob ®<fP
--.8noiBi;:lDnoO
Ijolioq JhiL^ aoifqtrjsnaoO .SBtX cl >SKI coil tnamaf,ob
9/rie«f>maX lAdl «la«l>iv« at II .^oirbiMTAl aalaXi a b^woda
Saisii 'id bHiaaqcitoD® XXr:A8B'>oaft loc el IXsalX xc ac i^qauJtaoo
• loom to\ 69t>iiq
5rtiXtfa»»«>*x xX^ioIo 8bfl®iJ lUiw aioioa'i old.oaooS
•uioe ^nivAd xXdBcfoiq bna bneil aoXiq Xooir axiescjob 9di Xo ijtiril
-;eidir lx noqx/ •DnajkJ’iai
bMTS Bottq loom bli om ©dT .X
acilOjLfbciq Xaiilsubal »S
• IXci%aq x^oioa? .£
aoiloabotq loot ,1*
ac\s7 fljoil 0Ci lil ©qaioO .3
xX®llaiA®b cioln© Xooir lo ©oiiq ban \lqqu8 bXTOW edT
BnoXllbnoa lBX*ilex<'baI .cXoow aiiceoiob ©ixrloiq ©fiiiq «dl olni
XiXaliY Xoow <rceaunno3 lo “ismoq edl laaVi© liulj
caoX-iq Xooir oilBfiffloa Ic saltq «il ©QasaX'lai
lo noilil-sqcoo odl ©i£©x nei leaq ®dl ai J>»^9lhr9 ©vad
tMAOJoat fl£ 1a y^Satroo aisit ni DoauwaoD aoacT ead d'iidm
©Jrfa^ebX8^oo .©^clstsdl ,ftx ©ladT .<?©3l-rq sainiloab la bofi ©lai
baxitb aooirq loom oifeoacb ai La<9nS biawamob ©dl lad# ©nsoblY©
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the past ten years has been the result of repeated efforts
to secure outlets for an increasing production of wool in
the face of diminishing purchasing power and growing competi-
tion from a synthetic fiber.
.Jfef:; JI?
I ' \ 4_ 4 'i • ' M ‘ i ^•
•'.«• JZD I', rfwi
c • /
'-4
•’(.
<1 1.
,
9^‘toll9 iHrAiTfiqai lo ^Xx7t«rc ^^^'ae«<f,94d na^x aoJ lasq
*
'.
-
" • ^
• •!
. »4'
T* ' *
,
ttl loow !to aol^djuto'xq ^olesaiaci aa aolt aXal^ao •rTi;9ea oi
fVV* •'>^.
r*'*''ii-:
'r;*f
•lAaqtaod toa 'rowoq ja/aattat^ 9aij.iejtciaUfk aaBl aii^
t IK ^ ' '<
•taoxt oUssiiaxs * otI aoli
'V-
> V."
•fif '- i
^ rTi''' '’wff - f
Vsi^vF. ;'• '. :'jj
;fV- >{ •#' v«*'‘
I
^. '
- r;\. ‘-^
L 'VV : -Tjf 1
'
»s>>
'
\l- -.4 -
•
,
4 ^>> :'V '4
• *
..f
^ At > <
:*,
"i
•
^
-'Hr
m \ ' i' f’ • ' 0. * • ‘ .
'
w
Jtj- • .
'
'
'
H'lii ; .,5
^ ; r /.»./ ^>*5
'7
"^^
Vr*
''wWifi'f.fiiA.v* '
.,
''
.v
'
: # '
!
A’-/id
^r. (fi
1:
,' . -I,
,.,t
'--I -
t; c. ,«HI t .4'‘A. ’’ - \/ V V<A>k<ri
.
li
49
CHAPTER IV
CYCLICAL TREND of WOOL CONSUMPTION and PRICES
Scope of Cyclical Trend Study.— Cyclical indexes
were computed for the monthly consumption of four grades of
greasy Combing domestic wools and are presented in Table IV
of the Appendix.
Similar indexes were computed for prices of two
grades representative of important lines of domestic wools*
These indexes are shown in Table V in the Appendix*
Cyclical indexes for consumption of Combing Pine
domestic wools and for prices of French Combing Fine Terri-
tory wool are shown graphically in Chart VI, This chart is
the basis of much of the discussion in this Chapter*
Cyclical Trends Compared,— The chart of cyclical
indexes shows very clearly that changes in trend are more
frequent and more extensive in consximption than they are in
prices*
The trend line for consumption in Chart VI shows a
tendency to move in cycles of about two years in duration.
71 HITHAKO
bttA K0IT<=[MU8Jf00 JOCW \o (ZKW OAOLDYO
vBXiJitti lAoilaxP — .xJbJu^B X»olXo\0 pqt>oB
lo cebsT^ 'xx)ol lo acISqsweaoo \Lcifacea adS lol i)o;^ir-:}»ioo azar
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.KtbaeqqA tc
ow^ lo *col badvqmoo eien aaxebat -iBliarlB
*aJoow 5ii»dfflob 1o seali /naiiocaEi Jo ayiiadae^erqfn aeb&r^
.Atbttoaqk edt at T eltfaT at amoda era eexetai aesoT
etidl aoicfffloO Jc aoidqcwaoo lol eaxabat laolLo\0
-1*11®? jal^woO dofl®'A7 1© ef»ai*iq baa eXoow ot^eaaob
• 1 ^rado atd'X *17 at ^XlaotdqBXg, amoiie ene Xoow
^.raiqati^ a tut at aciseuosib aat Jo dotm Jo ateed edi
laoiLo^o Jo >iArfo «tf? --.X^siaqiatO X4&!)iIo^
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Low points in the cycles came in 1924, 1926, 1923, 1930 and
in 1932, while high points came in 1924, 1927, 1928, 1929,
1931, and in 1933.
The cycles tend longer in the price line. Within
the period covered by this chart, there are two cycles con-
sidered from the standpoint of the highs. One is from late
1924 to the middle of 1928, and the other is from the middle
of 1928 to the end of 1933.
A general comparison of the two trend lines before
1929 shows that whenever consumption rose far above the normal
the price trend was inclined to move upward. This was parti-
cularly noticeable in 1924, 1927 and 1928, The long and deep
decline of consumption below normal in 1925 and 1926 brought a
similar but not quite as marked a decline in the price trend.
Prices had brief periods of recovery while consumption was below
normal, but they did not extend more than a few points at a time
until in 1927 after consximption had risen and remained above
normal for several months. In the first four years of the
period covered by this study, therefore, the cyclical trend of
prices appeared to have a rather intimate relationship to the
cyclical trend in consumption.
In the latter part of 1927, however, the price trend
apparently ignored the dip in consximption, and again in 1928
-.-LS
bOB OSSI «dS€I ax ««>l9xo eriX al •Xaioq woJ
,QtXl ,8SVL A£*1 tu mtiu bJUbw ,S8€i at
,SCei ai Jbaa ,XS€J
't
attiiiff .9Ct£ 9'Itif 9dS ni ‘ze^nol baai 9»Xj^o MiT
-floo 8«Xo>p <y»rl ete B’laiii •Idv* iistavoo exW
•lAl eX (»aD •KiO^ixi ofiX to dal07J!>iTaa« molt i>8i»t>X8
albbim axU morL\ 9i iei{;>o oiiX i.Ui ,8S9I to albbia adt o^ ^SCX
.S£^X to XiC9 »Qi o4 &S8X to
tnctacf soall baa^s cv) to oosXiiBqpnoo laieao^ A
,
'
X^arroo adi exoda TJPt e«oi ftoXitjUfanoo isvottftilir evoda 0SfeX
-iX’iAq «Aw ftlffP .biAwqo ov^a ot b»tttL:>ni eev £a9iX eoiiq oiiX
qsoh bCB Sijaol on? .8SCX boA rs;€i cbS8I al eXJMoiXca \XiAXxrd
A dS^X bua 55^61 cl lAoncff «oi<Kf aoiaqoixACoo to oclXodb
.bn»is aoliq »dJ ai eciloab « bostisa «» ollxip c^on iud iaIXaIc
• oXocf t«w floi^qau'tnoD sllsfw 'ci9voOf>% to ebolT^q t»li<f brxl tool!?
jR XA aXflioq aot « Mixit eicm hu94xs loc bXb wiitf .lAanoc
AvodA bealAaoi Oiza nosli b^d cox4giiu/aooj iWto ^€X ai Siixiu
ftdi to aiBdv li^ot la^xt oxU al •edincm •XAnavt'fO lot Xiiinoa
to bcail XjboIXovJ oflW ^oiotoiadv* .xfcxxJLo bxcJ \,d btioroo botxBq
ecl od qxdacoXleXsi »lxmllci lecXAi a «vAd oS boiACK^gA eooiiq
.floilqouraaoo al baazi Iao1Xo\o
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prices continued to rise for several months after tne x^^ak of
consumption for that year had passed. This may have been the
result of a consumption that was above normal for about two
thirds of the year and a half previous to the peak in 1923,
After the middle of 1923 the trend of prices was
distinctly downward vintil the middle of 1932, During this
period, recoveries were of very limited extent and they tended
to be of shorter duration than during the previous years.
Also, the relationship between the consumption and price
trend lines appears to have undergone a very fundamental
change. Prices continued to decline farther and farther
below normal until July 1932 while consumption was at some
time during each year decidedly above normal. The response
of the price trend to a rise in consumption diminished steadily.
In 1931, consumption rose to the hipest point since 1924 and
yet prices rose only about 8 points from 30 points below the
normal line. This rise was smaller than the rise in the pre-
vious year when the rise in consumption was not as great as in
1931,
Expanding consumption, then, had a diminishing
positive effect upon the price trend for three years follow-
ing 1928, In the latter part of 1932 and again in 1933,
prices again began to show a stronger response to rising
lo siC^aoiiB tfi'xavea lot •el'x bmirrl^noo »ttot'i<i
odl iiB9<S ov£ii '^£01 siicff ^bape^q b&sL *r«e^ Saiii to'i noiJqKX/taoo
iuo^B lol IsiWioe evciM qav^ ftcl^qxurifioo « lo ihnei
*8S€I..fll 3£A9(f eds ci tiucirB’tq a boA ij»«\ saJ lo ttbTXdi
tew sBoirq Jo bft&r/ odJ 8S€I Ic sdj -toSJA
aidi sninAt! •'rU&GX lo elJbJ^iM liJm/ mawanob ^iJualSait
boMo^ \eiiX bne hoX2arXI Tpev lo aetioYooan ,toiteq
t
.t'Xitax 0£rolV(»'xq aciX ^al’Xirb ojuiX Tofioda to ed oJ
90trq jjnfi roiXqai'taoo »dJ P.^om^od qtdancliBlaz odi ,oa£A
l&i£i9ia£Juiu't A oao^thbais ovAd c4 o'l^aqqfi ssnil baoiS
me *xai£;*7fil eniioeb bOixliaoo edoii^ .v^ndo
9mo3 ip e&9 aoktqistseaoo Blidw S^6X xli/L liXox; XAetnoa woXetf
9«aoq88i •£[? .Xeenofl wotfA ‘zao\ doBO ^aizsrb omli
.\ilb»eia bodalrtsiib aoiiqmuvtnco at sajt'z a oi baozi ootzq edd to
i>iu. >SOX ooaia iakoq ieot^id ci o&cn acisqmxsaaoo ,XC€X al
odi woXotf aialcq CC eoT'i scfolcq 8 fsspd& \Ino «eot eoolzq iox
-ozq 9ti} ci 881*1 odi tuuit zoIIacs saw oaiz sld^ ,»all Ismoa
at te iMz^ e& ioa ap* aolsqaiimnoo iti seirr aodm ie»x *^'oiT
,i58X
.
' .«t -
^liielalclb e bexf ^asdi ^aokiqmsraaoo ^IboeqxS.
-wcXXoY eieex ooziU zbt baozi eoizq adJ aoqja ioott^ ovlSlaoq
ai nks^ boA SlSf^l lo lieq zoUaI oaS al .8S€X §al
litisli oi Bsncqsoz zo^nczia & vuxfs niej^ «eol*xq
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consumption.
It is worthwhile to consider, at this point, some de-
velopnents that may have influenced the trends vre have noted in
the cyclical indexes of consumption and prices.
In Chapter III, we saw that the declining seoilar
trend in wool prices was associated with a rapid growth in the
domestic wool clip. We shall now examine the trend in domestic
wool production over the ten-year period and see if it has any
relationship to the changes we have noted in cyclical fluctu-
ations of consumption and prices. The annual production of
domestic wool for each of the ten years is indicated in the
following table;- (11)
Year Millions of Pounds
1924 281
1925 300
1926 318
1927 340
1928 366
1929 382
1930 412
1931 438
1932 412
1933 429
Ten-year Average 369
(11) Estimates of the World Wool Prospects, July 31, 1934, TJ. S.
Bureau of Agricultural Economics.
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Production of wool In the United States rose from
281.000.
000 pounds in 1924 to 438,000,000 pounds in 1931*
The annual average production for the ten-year period was369.000.
000 pounds, which was very close to the production
in 1928, Hence, before 1928, production was below the aver-
age, while after that year production was decidedly higher
than average.
We have noted that 1928 marked a turning point in
the relationship between the cyclical trends of wool consump-
tion and prices. Before that year, prices seemed to be quite
responsive to the consumption trend but in following years
until 1932 responses of prices to rising consumption notice-
ably diminished.
The production figures appear to offer assistance
in the interpretation of the cyclical trends for the i>eriod
1929-1932, The rapid growth in production of wool did not
create any serious price disturbance until the total clip began
to amount to more than 350,000,000 pounds. After that volume
was reached, the growth in production continued and resulted
in a market surplus which could not be absorbed except at
progressively lower price levels.
In addition to the increasing supply of domestic
wool, the cyclical trend of wool prices was probably influenced
ttcil »«o-t aui? ai loow lo aclioubcnH.
.ISei itl »tfu/oq OCO,000 ,-56£* »SI6X J.i Bhcwoq 000,CX)0,I8S
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by rayon prices. Daring 1929, the year in which the wool
price trend started a long decline, 150 denier rayon prices
were reduced from $1.60 to $1,15 per pound. The expanding
use of rayon, as pointed out in the previous Chapter, aind
the rapidly declining prices of that fiber served to increase
the pressure upon wool prices created by the large increase
of the domestic wool clip.
The extremely vigorous recovery of wool prices in
1933 was not a result solely of an increase in consumption.
Undoubtedly, the rapid and extended rise in consximption was a
contributing factor in the rise of wool prices, but there was
another development that probably was responsible to a great
extent for the rise in both prices and consvunption. Evidence
of this is the fact that prices started to rise before the
upturn in consumption. In this instance, increased consump-
tion apparently was stimulated by an advance in prices.
The event that was associated prominently with the
period in 1933 when prices and consumption began to rise was
the embargo placed upon the export of gold from the United
States. On the morning after the embargo was declared, a
number of prominent wool houses in Boston marked up prices of
wool 1-2 cents per pound in spite of an almost total lack of
demand from mills at the time. Previous to this, prices had
shown a strengthening tendency from the time of the bank
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holiday as a result of a growing belief in the trade that
inflation in some form was inevitable. In accordance with
this belief, many wool men felt that raw materials would
be more profitable to hold than bank balances or accounts
receivable. The embargo on gold clinched the argument, in
the opinion of trade leaders, and they immediately confirmed
their beliefs by a stiff advance in prices and the adoption
of a firm policy of holding out for the higher prices.
Manufacturers hesitated for a few days and then began with a
rush to buy almost every kind of wool on the market.
After the buying movement in the Spring of 1933
was under way, price advances came rapidly and seemingly at
the least pretense, and the advances apparently presented
no obstacles to making sales. Buyers had caught the fever
that the trade had had for some weeks. They grabbed at any
kind of wool offered and then asked what price was wanted
for it, Manxifacturers, like the dealers, had become convinced
that prices were going to be aigher and they too acted upon
their beliefs.
Daring this buying movement of feverish intensity
buyers and sellers alike had their eyes on one barometer— the
value of the United Statee dollar in foreign exchange. Close
t
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attention to foreign exchange rates is always a matter of
necessity for the wool man who imports wool, hut ordinarily
the dealer in domestic wools does not show much concern
over the exchange rate of the dollar unless domestic and
world wool price levels are such that foreign wools begin
to look like an attractive investment. In J933, however,
the entire wool trade showed a keen interest in the value
of the dollar in foreign exchange. They took this as a
measure of Inflation which they thought was taking place,
Every decline in the dollar was the signal for another ad-
vance in wool prices.
In view of the prominence of monetary changes as
a factor in the wool market in 1933, it is interesting to
note the changes that took place in tne value of the dollar
in that year. The value of the dollar expressed in United
States gold dollars at original par is shown by months in
1933 in the following table:-
to 8 axfiwXft aJ; d^^aBiiaxe a3i«Tot roISu^Hm
\.IiXii«i:f)TO tud ,ioow w^ioqmt <uiK tiam loow xot x^laa«38/i
irxAorroD tioim wcdt loa aanb aloov ottttKipb nt xofatt) &di
ba& i>tS99taoh cs^iaxr XAlioc nd<^ lo »l8i 9xii xevo
aXoow d:iati tna aXaroX ooiiq loov bXiow
,xeT8V04i al .^aoiit>}«8Trii an 93UX "^ocL o4
»uLay Bdi al a.jb^wohe Bb'iil iocw axljaa e/i;f
a 8M bIjH ^007 \edf .^rsndoxB ai xaiXoJ) 9dS lo
«»9«Xq &ew id^odi yj»di doldw acitaXloi lo rx^«a.^
-Jye tedfoan xol l/ux^ls 9dJ aaw lAllob 9df ai aailoBb \tBti
,3»otxq loom al e'jamr
BB v^aado lo •s*«r«itXiiioxq adt lo m^lr al
oi ^aiiBBiBiRl Nl 11 ,^61 ni Xocv edJ al ^oloal a
xaXIoJb Afii Ic »aJ»v sdl di ooaXq aoo;t JahH as-^nado adl ofoa
ballaU cl Ijeaertqxa xaXXoi) exi^ Ic otrJjBirad? .xaex lAdi al
al MsUttom rwoxia el 'txtq liml^ltc IR a'laliob blait- aaiaiZ
-isXojUtf /^XwoXXol axil ai ££CX
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Month Value in Dollars (12)
January 1.0380
February ,9987
March .9961
April .9543
May .8502
June .8134
July .7170
August .7303
September ,6747
October .6696
November ,6257
December ,6390
We see from this table that wool prices
the value of the dollar declined. Consumption ail
high in that period, but prices continued to rise
after consumption had turned downward and had gone below
normal. These subsequent price advances were in line with
the decline in the value of the dollar.
Not all of the price advance in 1933 could be
attributed to the decline in the dollar. If prices had
advanced only to the extent of the decline in the dollar,
(12) ITorld Economic Review, 1933, page 290, United States
Bureau of Foreign and Domestic Commerce,
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then Fine French Comhing Territory wool which was quoted
at 40.5 cents in Fehruaxy should have risen only to 65
cents in November. The quotation in November, however,
was 81,0 cents. Hence, the difference between the theo-
retical price based upon the depreciated dollar and the
quoted price can probably be attributed to the high con-
sumption rate. This is indicated by the smaller price
advances with declines in the dollar, that took place
after consumption declined compared with the advances
waile consumption was rising.
Summary.— Cyclical trends of consumption and
prices of wool showed varied relationships during different
period of the past ten years. Before 1929, the price trend
was quite sensitive to a change in the trend of consu'iq)tion.
From early 1929 to the middle of 1932, the relationship
changed amd in this period prices were very responsive to
a decline in consumption but an increase had little posi-
tive effect upon prices. This behavior of prices was asso-
ciated with a large increase in the size of the domestic
wool clip and with strong competition from rayon which hatd
a tremendous increase in consumption and a declining price
trend. Cyclical indexes indicate that constant lowering of
i>9tovp iioic'w Ioo» xio4tii»T ^l<fstoO don^^% 9ttl1 aariJ
''id ci xino naaii »tbx1 bls/cdt xnundeH. ai f^aao iM
ttbve^od tTHtfioevoK «i aotSaiatsp wiT as atana
~oedJ eitf aeaa^sd 9tM9t9t‘^kb suit ^aoatiR .aSaao 0.J8 aaw
»ri^ hoA xMllob bmti^looxrfb &ti*> avert: tiffmAd Botiq Laoiiax
-floo xi^xil hafudixti^ 9<5 xldjedc-irq ‘ing aolTq Jb^iarp
90ixq laXIens xo btti&oital ei siaT aoliq®Xi«
eaelq t&dd tXAllcL 9ct al BnailcgJb n^iw aaoeusvlxA
e»DtiBvl)e ewij dilff bBXBrmcj I>eaJtfo»b aciScpniut'aoo
.^plaix «aw Doliqpivaaoo aliaa
haa acIJqtnveacrt 1© aLattif laoilox^ — .XTaiaaxt'C
^KSTe'tllfc ^aixjjh airkdanotfalox bstxar tewode loov io aaoixq
boBxi eotxq eds ,€SQI rxo^eS .ax£9x nat Ssoq naJ lo bolxaq
,aoi^qsDSfaaoo lo xsaaxi asi/t ni dgeado e ci ^ii laaao ailt/p taw
qXilfftoi/filai BdH I lo Blbbta sdi oS eSSl xXii?» aort
oi Bvlancqaex ©new aanLxq bcinaq aidi ai S>aM ba^nsdo
“Jeoq ©X^^iX bed vasaxoai C3 itrd aciiqBujaaoo at aallsab e
-cata «ai» seosiq lo xckrBcLed eiilT .aeciiq acqj/ Jo®ll« «vX^
oiiK&Bob adi lo axle adi ai BBnaroai a^iaX b ailw baisJto
bod doldv ffox^ Jnoal noiilsaqmco ^ot^s diiv bits qilo £cce
eosxq snXaiXoai) a bna aoitcpmsasioo ai eeaexval eirobaeuexi a
lo ^al-awoi iBdi aS&otbni earatai laoXIaxO .fcaei*
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prices was necessary after 1928 in order to move the in-
creasing supply of wool into consumption. Increasing
consumption was effective as a factor in turning wool
prices upward when the supply of wool was about, or below,
the average for the past ten years, but when production
rose above the average the rate of consumption appeared
to be determined somewhat by the price. Hence, it is
apparent that the rate of wool consumption alone cannot
be taken as a basis for making a forecast of the wool
price trend.
Tv>
oi lefrio ni
€S9I \;nA8699sa saw e^oiiq
"S^lstmisal »rw£^ciiauhiavo c4nt loow lo x,XqpqiLfe
loot* ;sjnJ^7JLf9 at loJ’DJol « ikS «iw floi^^auronoo
,wcXo«f TO ,Jtorf* Eju*( Xoow to avtive bTrvqo eooiTq
at> li ovboTii aedv fud ,9Z6^^\ nei Tot odJ
boTiS^qqij ftolJqjBt-^tioo to •«*! sd,^ o^iitovA «e[.> ovotfo oeoi
eX Jl .e^ixoH .ooIto eiflJf t/ViW»mo9 bnaiane^ob o<f
iCiTtnmo ©fioto eoit-jtaisefrao Xcow to edtf 9 oat XfiotAqqA
Xocw wxi^ 'xo ^»AoeTot b ^ni^ljsa Tct 6io£^ a ea 009^'.^ orf
.bnonX ooliq
1
' t
60
CHAPTER V
GENERAL SUMMARY
Wool prices have fluctuated more violently since
1984 than the general wholesale commodity prices. Factors
that influence this departure from the general price pattern
are naturally of interest to wool growers, dealers, manufac-
turers, clothiers, and bankers. This study was undertaken
for the purpose of determining the relationship of wool
consumption to the price trend.
Prices and consunption of wool each showed a
variety of kinds of fluctuations. High and low points in
the series of each group of statistics tended to fall in
certain times of the year, and so indexes were computed for
seasonality. Prices of all grades of wool showed a declin-
ing tendency after 1984 which lasted until the middle of
1932. Consumption, on the other hand, tended to increase
in most grades. This necessitated correction for secular
trend in order to determine the true cyclical fluctuations.
Computation of indexes was based upon data for
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the years 1924-1932, inclusive* Inspection of the original
data indicated that this period covered two complete cycles
in prices and coincided with the ends of cycles in consump-
tion.
Interest in a statistical analysis of the kind
employed for the purpose of this report was aroused by the
very weak response of wool prices to the unusually large con-
sxunption in 1931, In previous years, prices of wool had
shown a tendency to rise with an increase in consumption*
A study to determine the nature and causes of the changed
relationship between prices and consumption of wool can best
be made by isolation and individual consideration of each
kind of fluctuation.
Seasonal and cyclical fluctuations of consumption
were found to be much greater than those of prices* In both
kinds of fluctuations in consumption, the change in any one
year is sometimes more than 100 per cent of normal and changes
of around 50 per cent were relatively common.
Seasonal fluctuations on the average for the period
studied were around 15-20 per cent of normal* This means that
the prices of wool may normally be expected to fluctuate
within the year from seasonal influences about 3-4 cents per
pound, grease basis, to growers, when the price level is
iBoi^xio edi 'to fioij^o«rq«nl .dVitBldnJt ,S£6lH(^ciX vdt
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s»I:;X3 0^o^^;aoo cwJ i>a^etoo l>oln»q eiriJ b9;taoihat
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around 20 cents, and 10-15 cents, scoured basis, to dealers,
when the prices range 6&-70 cents as in late 1934.
Seasonal patterns for the various grades of wool
were quite similar in consumption and price indexes. The
latter, however, showed a lag of about three months with
respect to changes in consumption.
The lag in the seasonal price trends suggested that
the latter were dependent upon consumption, but there are
other seasonal factors that are timed very much like the
price trends. Low seasonal indexes for prices come in June
when shearing of the new clip is at its height. The season-
al peak of prices comes in January when large orders for
goods are normally placed and stocks of wool are approach-
ing their low point.
Seasonality of wool prices and consumption has
this significance: haste of wool growers to sell their
clips at shearing time may fail to net the largest return
while holding beyond late Fall or early Winter may result
in a sale on a slow market; dealers must use caution in
making purchases late in the year unless they are reasonably
certain of an outlet within a short time; and, manufactur-
ers should cover a large part of their normal requirements
during the Summer and early Fall and should avoid the
necessity of heavy buying in January and February. These
fd-tsXnai} oJ ,8i8^<X b»ii/098 ,ai!tno ^I-OI bat OS btwo’iB
bifil al «B tXirac e^xtai ••oiiq; oBivir
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tatii t^rtb^us ebaoii acttq laaoi^ec at 3^.1 <«1T
•IB Bibdt ijjd tAoiXqBu.saoo coqi/ taabaaqab ei»« edd
,
adt o3lti doma x^9V barntd »is JBiid gToioat JeiaoaBttB 7^dto
eavZ at ataoo anoiiq lot cit»Kvfcui Xjbcomkoc voiI .sfecort^ Bbt'iq
•M'
~aoaee* 9tS!2 uS t io at qilo wajx adS I7 noaw
*ro1l azabno t^nrcX a*£f« xiiUutftL ai <4aoo e»oX*iq to Lb
-dz&o’iqq& ara Xoow to bOA teoAIq xllamoJi ana eijoog
.taioq moi tlatU
Qsd aoltqmuanoo' has seolig loon to xt'tlaaoBsaS
liadJ fXea ot aioiroia iocw to t aoiiaoitXnalt
i
tBojial oAtf tfoit ot (SMt %fea eiffiii 3iil*cfi9Ja de aqiSo
tXj/e©*i xijtjffl lutailf lo /X«‘i o^aX ^r.iblcd alidw
at itoidi/Bo 9tir aralimb ;Xo3i'raa wols b no bIbs a at
^XdmcnBsj ot« xpd4 eeaian tlb&x «aX at atsl ssttidbjnq ^aioiesi
-ix/^jBtxixiBci .BOB ;aa.lX Jiode fi alo^Xw rfsliao as to ai&trao
4*
aXn»0O7Xup8i Xairran liodt to Xiaq A3*:iiX b ’Xqvco oX^iis aio
8iiX btcva bls/cda bns lint xJ'Xbb boB xsmufB arUf ^at’uxb
BaaiCl- .x^nsnda'K boA x^t^itsoA^ nt lo VXseooaa
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reconmendations, however, must not he followed hlindl7 for
seasonality itself may change or he modified considerably
hy changes that manifest themselves only after several
years* This was brought out by a study of secular trends.
Consumption of all grades of wool, except 1/4
Blood, had rising secular trends. The declining trend in
1/4 Blood was of little significance. During the same
period, prices of all grades showed severe and about equal
declines in secular trends. The diversity of trends in
consumption and prices indicated clearly that consumption
is not at all times the dominant factor in the price 4rend.
Several factors were studied to determine their
relationship to the diversity of trends noted in prices
and consumption of wool. It was found that world wool prices
had followeQ a trend very similar to that of domestic prices.
Also, t'ne purchasing power of the consxuoers in this country,
as indicated by factory jxjyrolls, had suffered a severe de-
cline.
Two other factors closely related to the trend: of
wool prices were:- (1), a large increase in the domestic pro-
duction of wool, and (2), competition from rayon.
An increase of 55 per cent in the United States
lol \ib/iiXcf X>«i»cIXol e<f ^on iatm ,iere«iroti .encXi4Si>c{daaBca»i
"
’k ^
\Sde>‘i9btea<ia b9i'ilboai 9d lo cfi^audo IXvtXX '(^XX^coa^ee
\Iao 8avi«i9»£J^ Xaelio^oi B»aii/!do yff
.%Ui&zi ‘tBluziB9 lo xX>i*Xe ii XiicV4dj|jjc*;tf eafr aiaT .«ib6x
^\X fcrtnoxB ,Ioo« lo 99bB-Qi ILa tc aciXqci/aaoO
>
ai adT lalxfoat i^oXsli i>iui .booIS
aopa .aonaoil^tQla dXliii to aatr booiS ^\I
Xaupa ^j/o<fs bos oaeTOf Jbawdie aeba'x;^ XLb lo 8a9i*iq fbox'xaq
flX aboo-i^ lo x^iaiaTlb enT *cba»7J •i8X»ioaa oi B9ailo»h
cotiqmnaaoo bBjBctbal eaoiiq bna aoiJQmnaoo
.bna-T# aoiiq ani nX ^oeniiooc aaX aanuj XIa Xoc ex
TlBsii matiBKBfBb c3 baihifSa otow a'toXoal l£*iaTa8
eaoXiq nX ba;tra abtxart^ lo Vie’tdrXb aii^ cX qiiianciJalai
eaoXiq Xoow bXiov but/ol earn 41 .Xccw_lo noi^qrxraaoo t)n£
.saol*rq oitsftmob lo oX TtaXiaia \iav i>naT# a bawoXXol Xisri
,\iXnxfoo aidi oi a-jstdieaoji ad* lo lawog j.flieadoTxq' adX ,oaXA
-ab tiaves a bsricllxns bad ,eXXoiv*7 xrf baiaoXbuX aa
.’
'
‘
v .arriXo
lo'bfiaiJ Bdi oJ bajaXa-j xlesoXo ano^oal *iadXo ow?
-oig oXXaatcob ad^ nX a^iao^DOX ajiiaX a ,(I) -;a^ea eaoirrq Xoow
fl-onl woXiXJaqnico ,(S) Uib ,Xcow lo aoXXoJU'Jb
ea^aiS beXXaU Oiil aX Xeao loc lo esaaicaX oA
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production of wool from 1924 to 1931 1)0001116 burdensome under
conditions which brought declining world wool prices and
domestic purchasing power. In order to keep the increasing
domestic clip moving into consumption, prices were repeated-
ly lowered.
The consumption of rayon in this period made rapid
strides, Furthermore, prices of this fiber have been con-
stantly declining and the decline has been greater than in
wool prices. While actual substitution of rayon for wool
has been limited, rayon goods have offered keen competition
for the available, and declining, purchasing power.
Thus, it is seen that up to 1928 wool consunption
was, at least partially, a causative factor in the wool
price trend. After that year, however, wool consumption was
more or less a dependent factor, increases mostly following
wool price declines which were apparently influenced by de-
clining world wool prices, increasing domestic production of
wool, curtailed purchasing power of the consumer, and competi-
tion from rayon.
The depressive influence of these same factors
upon wool prices was further emphasised by the cyclical
indexes. Fundamental changes were noted in the relationship
lobax) eaoaaab'ivd itai&osd I&QX oi oioi^ loc» to aoi^Difbotq
biia «&oi;iq Xoo«r blnon j^trlolIoHb doidir 9aciiitaoo
^aie&«ionX od^ q««al o4 tobte al .*t»woq ^al^ado^sfii oiiBssiob
-be^aeoft'T anew f»oiiq ^aoUqxxiffaoa olni qllb oiieemob
.beiowol 'tX
hlqjij »bajB bclieq aldl ai ao\*’i tc floiJqau^enoa odT
-noo need evi^d lorfll »friJ to aaoitq jU’towtefttii/t .•bia<^8
ci oBslf c«9d viid 9aiXo9b 9AS txm ^aiullt-^i/ xli!i9ia
loom lot no\ei to actini tie^sn Iajj^oa eXioW .R^oliq Loom
noli lio'^aao ao»3( bo'ioVic ctwI tliooa oo’i^eT ^baiiiaii aeod e&si
.lomoq ^iu8£ilD7x>q ^itCiailoBb bas ,6>ldeli/frji odi act
aoX^qacasnoo Xcow 8S^X qij a»OB sx :l .exdT
locw »dj al roiof.Tt avliesJMo & ,%XI.3i4uiq ^«js,eX io ,«iiw
B«K noiiqfsjoeaoo loom .to^BWoa .uae^ JAdi loJXi .tnoii eoX^q
* — - ^
;iaXwoXXol xX^B'^a easi^o'coax ,-iolo*l ^oobn^qdb « bboX lo »iom
-9b booflsualtai xX-^nsicqqa atom doldm 9»nilo9b ooiiq Xoow
to aoilostbonq oliaeacb gtugayiDfii ,s«oiTq Xocw bltcw ^lalSo
~ti:*qarD bru ,T3mxf9Scv 9dJ to zovoq gaieitfic-'ix*i bollBtnuo ,loon
.C 5\»i «ioa,t acii
9rotoe,1 !^2js» 9B9di to oofl»i/Xtni 8vi»»a^gob ariT
XooiXa^ 9JiS \rS botlt.Bti^xas lo.diru/i sxw ao'^iiq Xoow aoqx;
qideaolialet axi# al buioa s'lsm se^ojido Sj'-ia9:jBbaL^ .eoxobal
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of price to consumption cycles after several years of
rapid growth in the size of the domestic wool clip. It
may he more than a coincidence that wool prices declined
steadily during the same period that domestic production
of wool kept on rising above the ten-year average, and
then began an upward trend after the production peak had
been reached. Increased competition from rayon and dimin-
ished purchasing power of consumers were developments
that corresponded in their timing with low wool price
levels compared to the rate of wool consumption.
The susceptibility of wool prices to sudden and
marked changes in trend as a result of extraordinary
economic developments was seen in the advance of 1933. In
view of the relationship that had prevailed between con-
sumption and prices in the previous four years, that advance
was much greater than could be accounted for by the rise in
consumption. There is statistical evidence, however, that
the lare,e consumption of 1933 had some positive effect upon
the price trend, but it was evident, also, that the con-
sumption rise followed rather than led the price advance
brou^t by monetary changes.
-j
to fS'iA- aiilD-iio uolsqwBctoo OJ ©oiiq to
il ,c[tlo loom oiJemtcoh 6di to osie atU nl dimc^x^ i>iqei
i>MilIo9t «eQi*iq Xoow m'^aotl^atoo « /uuU rn^am dtf
aol^si:;jbo‘iq oUttMicb iBdi ^saAa 9tU ^nliut xllb&mfe
baa eoa^nsvB mvodu jiMislr no fqmjl loom to
£usci Tisaq aoJtJvvborq eris •xoy'la bamrci b^amqj/ Ofjdf
-abap hfta no'^i oKnt nolS ISoqmoo bmanmonl .b9sioB»z amod
Biaomqolmvob mrom sittfsxresco tcgi^noq ^attadoujq Xtoxisi
V
saiiq iootr rol dtJtw juxiait rkadi al bmbaoqaszroo iedi
.iioiiqaurmaoo loom to oist adt oi bfnuqmoo aSmr^l
boM a^bbvm oi eooXiq Xoow to x^XlXdltawaeira edf
X^BiUb^omitxe lo a as Jbne'i^ ai aa^niido to:i'Xjm
al .ECGX to ®o!wvi)B BdS at aoe« *jaw ataBOKjoSarmb ^imoaooH
-floo nBomSod bmliur^^q bad JedJ qxder.ci^ol&t mat to troXv
eoastvfta tadJ ,a-xae\, liwl esfolma^q ant tvi «eDi*rq baa aoiJqmx'^
at aati mat \tf 7ot b^^aucoo* od blaoo aadd aa^ao'i^ dosm /t£.m
tBdi .i^vavoa ,»anoi>Xv9 Xe•)X^^fi^4Jo Bi otodT . ao iSqasjmnoo
aoqu Jaatte evX^iaoq wotoe baa CE€I to uottqdur«aoo a^zai atii
-aoo ddX SatLf ,oi£js ,ttt9bivo ««w a fad ,ki9i# eaxiq otU
eaoavba ootzq mdi laal aadl zadt&z oowollct ocii aoilqnoc
.aosaAdo 'i^iBd&acn xfS Jd^siozd
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The methods of statistical analysis used In this
study are of great assistance in determining the soundness
of the wool price level at any given time. The seasonal
indexes and the computed secular trends by themselves dis-
closed valuable information, but their greatest value was
found in correcting original data to determine the cyclical
trends. The cyclical indexes placed consumption suid price
statistics on a common basis which facilitated comparisons
of trends
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